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FROM THE EDITOR 


Au MY adult life I have been associated with businessmen, not as 
one of them, but as a reporter to them. I started out with the vague 
assumption that businessmen were somehow a class by themselves, some- 
thing special, and that most businessmen were “successful.” 

Way down deep I resented their superior position, and the apparent 
fact that they “made more money” than some of the rest of us wage 
and salary slaves who never quite knew how we were going to get the 
next baby paid for. ‘That was twenty-five years ago, and the only reason 
I bring it up now is that I am sure the same impression is held and 
nursed by millions of cther people today, and that the feeling is a fact 
for businessmen to reckon with. 

This brings up the question of what businessmen are really lke— 
on their insides. Well, by this time I know hundreds of them, big and 
medium and little, all kinds, all shapes, all sizes. ‘he more I see of them 
the less I think they are a “class” or a “group.” What makes them tick 
is not essentially different from what makes other people tick. ‘They have 
pretty much the same merits and the same faults as others. ‘The main 
difference is that businessmen have larger opportunity for extending the 
influence of their merits and the influence of their faults than most other 
people. ‘They have more power to do a good job in a big way, or a poor 
job in an equally big way. ‘This puts upon them the thing called responsi- 
bility. 

This responsibility is very complicated. It runs in several directions 
all at the same time, and‘ the businessman at the center of these pullings 
and haulings is necessarily and unavoidably in a tough spot. 















































Money must be made for the owner or owners of the business, re- 
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NOTES 


AN EARLY SPRINGTIME suggestion: 
Why not houseclean away some excess 
organizations? 

Too many people belong to too many 
clubs, associations, leagues and societies. 
The result is that individuals, as indi- 
viduals, are losing their identities. 

It’s always being reported that “this 
organization (or group or committee or 
something) thinks... .’”” Where’s O'Leary, 
or Jenkins, and what kind of flesh-and- 
blood thinking is he doing? 

Lots of groups have useful functions. 
Let’s permit everybody to belong to two 
groups. If any of us insists upon joining 
more, he should be required to spend 15 
minutes a week, for each extra group, in 
a dark basement, without benefit of chair- 
man or executive committee, just sitting 
there pondering. 


A DOCTOR, who's been doing some 
special pondering, has complained that his 
bank kept his money 24 hours a day, yet 
allowed him a stingy five hours to with- 
draw a little of it. 

Warming to his subject, he charged 
that the bank was a cold place, with an 
over-quota of cold people, and that he 
always felt inferior when he entered it. 

Maybe he’s right. ‘Too many city banks 
are great marble barns, frightening in struc- 
ture, and lofty in atmosphere. Whatever 
their policy is, they seem to cater mostly 
to the big stuff, scorning the $50 cus- 
tomer. ‘That’s probably why loan sharks 
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grow to be so fat and comfortable. 

Many bankers realize this fact. A move- 
ment to humanize banking is growing, and 
deserves more attention from the whole 
banking community. 


AN EXAMPLE of good, human public 
service is provided by the Amalgamated 
Bank, an afhliate of the Amalgamated 
Clothing Workers. 

This bank recently announced a plan to 
finance the purchase of works of art by 
people who don’t have the cash to put 
out in one lump sum. 

The purchaser picks out the painting 
or sculpture he wants, the bank pays the 
art gallery for it, and the purchaser takes 
a year or 18 months to repay the bank. 
Interest rate is low. 


UNCLE SAM—big, rich, and formidable 
as he is—once took a beautiful, embarras- 
sing pasting from the sovereign state of 
Delaware. 

Delaware kept sending bills for a $25 
franchise tax to the Federal Subsistence 
Homesteads Corporation, a U. S. corpora- 
tion chartered in Delaware. The FSHC, 
possibly out of majestic disdain for such a 
trifle, didn’t pay up. 

Delaware, in a furious huff, yanked the 
charter, and that was that. 


WHENEVER we're on the subject of 
government, we are reminded what a mad- 
deningly hard job it is to be the President 


























of the United States. 

A President has to 
receive useless as well 
as useful callers, attend receptions, wear 
Indian war bonnets, and worry about Na- 
tional Cat Week. 

He presides over the cabinet, pardons 
people, devises a legislative program, heads 
his political party, coordinates admin- 
istration, and signs flocks of bills passed 
by Congress. 

He also directs foreign policy, flies to 
international conferences, sees the folks 
from home, eats gift turkeys, bestows 
medals, and meets the press. 

And he’s supposed to have opinions 
about everything under the sun, think na- 
tionally, think internationally, say some- 
thing, say absolutely nothing. 

A grueling and impossible business. The 
executive ofhces need more help, or there 
ought to be a general manager of govern- 
ment departments. 





IN NEW YORK tecentiy some experts 
tried to find out something about youth. 

They did, and it made us a little sad. 

Of 20,000 children interviewed, g2 per- 
cent had never heard of Horatio Alger. 


CITY FATHERS of Boston, who must 
have heard of Horatio Alger, once forgot 
one of the morals of the Alger series: a 
fellow needs incentive or he sort of col- 
lapses. 

The city imposed a 25-mile-an-hour 
speed limit on fire apparatus after several 
fire trucks had been involved in traffic 
accidents. 

“This,” a discouraged veteran Fire De- 
partment lieutenant said flatly, “will kill 
morale. 

“The excitement of sliding down a pole 
and racing to a fire is what keys a man up 
to do a fast, fighting job when he gets 
there. ‘Take away the speed and you des- 
troy half the incentive.” 

To which we say amen. If our house 
ever catches fire, we don’t want the flames 
fought by composed men who have saun- 
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tered calmly to their trucks, proceeded 
cautiously through traffic, then arrive at 
the scene of trouble reeking of serenity and 
indifference. 


“RADIO LISTENERS Be Damned,” in 
last month’s issue, has provoked some acid 
comment from the broadcasting industry. 
Along with the comment have come some 
questions why we—a magazine for busi- 
ness readers—should carry an article point- 
ing out shortcomings in a large industry. 

The answer is that we believe in a 
healthy system of free enterprise. 

To keep this system healthy, business 
itself cannot ignore irresponsibility toward 
the public—its customers—by any industry. 

The radio industry has been treating 
some of its responsibilities lightly. Hence 
our article. 


TECHNICIANS at the Food and Drug 
Administration laboratories _ probably 
should be made special consultants to the 
Collector of Internal Revenue. 

They have demonstrated that rare ability 
to get something from a victim while mak- 
ing the victim think he’s enjoying it. Such 
ability is the essence of a successful tax 
policy, and the country certainly can use 
plenty of success along that line. 

This whole idea comes from the F&DA’s 
successful wooing of mice in inoculation 
experiments. 

The mouse sits with his tail hanging 
down into a tube of warm water. He 
goes for this in a big way. He even grows 
mellow. The warmth distends his tail 
veins and lets the technician see where to 
inject the needle. 


WE BOARDED a Pennsylvania Rail- 
road train on a recent miserable night and 
asked the conductor why the train didn’t 
leave on time. 

“Dammit!” said the conductor. “Every- 
body is always asking a lot of damfool 
questions.” 

A couple of days later we got off a 
Chesapeake & Ohio train. “Come back 
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again, the conductor waved cheerily. “It 
was nice to have had you with us.” 

We were struck by the contrast in atti- 
tude and concluded that, if these expres- 
sions were at all typical, the Pennsy was 
marked for ruin and the C & O was bound 
to get more trade. 

This conclusion—on second thought—is 
probably unsound. Incivility has become 
so common, so entrenched a part of what 
used to be called “service,” that the C & O 
is probably doomed. Like the dinosaur, 
this railroad is failing to adapt itself to a 
new environment. 


LEGENDS are always interesting, and 
legends always have a grain of original 
truth. 

For example, there’s the legend of the 
tired businessman. ‘The businessman is 
supposed to be tired after a day’s hard 
work, and he’s supposed to need something 
to take his mind off what he had his mind 
on during the tiresome day .. . the tire- 
some day. 

A generation ago prescribers prescribed 
a gitlie show. ‘Then psychologists came 
and wrote books to show that worries 
could be cured by other worries. The 
idea seemed to be that the man who has 
plenty of worries at home will be in per- 
fect shape to take care of his business. 

Interested as we are in the businessman, 
we regard it as our duty to encourage 
worries at home. ‘This is a fertile field. 

Easiest treatment is a house that’s too 
big, what with household 
help as hard to get as it is. 
This will result in an over- 
worked wife, with conse- 
quent short temper—per- er 
haps the best standard anti- 
dote for the worries of a 
tired businessman. 

And yet there is a middle way, which 
is easier and won't ultimately force the 
businessman to dispense with either his 
business or his wife. It is to grow a lawn. 

Now a lawn needs attention the year 
around. In spring and summer it will help 
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the business by pro- , _ 
viding worries about coin 
getting off early to do 

some mowing. In midsummer it will help 
ofice work with worries about no rain. In 
midwinter it will keep demonstrating to 
the tired businessman the folly of not hav- 
ing fertilized in the fall. 

At any season there will be continuing 
little worries—about crab grass, hyper- 
acidity, dandelions, chemicals that kill 
weeds (but don’t), and mulches and moles. 
And experts who never agree. 

What American business needs most is 
a program on which businessmen can get 
together, and we suggest grass. 


HEAVEN HELP the Census Bureau in 
defining kinds of retail stores in the next 
business census. Super markets, specializ- 
ing originally in standard packaged gro- 
ceries, now may sell frozen foods, cos- 
metics, housewares and appliances. Some 
even operate candy factories, bakeries, 
doughnut machines and soda fountains. 


CHAIRMAN ANDREWS of the new 
House Armed Services Committee 1s 
quoted as having decided to militarize his 
committee employes. 

The committee staff, a news item re- 
ports, must keep clothes in trim, shoes 
shined, fingernails clean. Employes are 
not to fraternize with other workers. 

When ranking army and navy officers 
and Congressmen are in committee offices, 


employes addressed will 
stand until told to be “at 
asthe case; 
ete 
rey THESE ORDERS of 
—i! Mr. Andrews, it seems to 


ja us, give a special urgency 
and significance to the first 
prayer offered by Dr. Peter Marshall, the 
new Senate chaplain, after convening of 
the current Congress. 

The prayer started: 

“O Lord God, if ever we needed Thy 
wisdom and guidance, it is now.” 


























THE AMERICAN COMMUNISTS: WHAT 








WYW7HAT do the American Communists 

want? Now more than ever this 
question demands an answer. ‘The Com- 
munist and his doings are again in the 
spotlight. The federal government is busy 
weeding him out of the civil service. Many 
labor unions and liberal 
groups to which he once 
had easy access are trying 
to boot him out and slam 
the door. 

What anyone _ thinks 
the Communist wants de- 
pends largely on who he 
thinks the Communist is. 
To the ultra-conservative, 
anyone who wants to make “trouble” 
of any sort whatever is a Communist. 
Others less die-hard, including many busi- 
nessmen, pin the label on anyone who 
wants to tinker with the capitalist system— 
reform it a little, reform it a lot, as well as 
do away with it entirely. 

Many people put Communists and So- 
cialists under the same tent. But the two 
are not identical twins. Boiled down, 
over-simplified perhaps, this is the funda- 
mental distinction between them: Getting 
rid of capitalism via the Socialist method 
requires approval by a majority of the 
people, with no loss of civil rights. Getting 
rid of capitalism the Communist way in- 
volves a seizure of power without reference 
to the ballot box, with a surrender of per- 
sonal freedom. 

The U. S. Chamber of Commerce 
showed confusion over this essential dif- 
ference in its pamphlet, Communist Infil- 
tration in the United States, which said: 
“The Socialist variety of coilectivism may 
be just as dangerous as Communism for 
freedom, religion, and social progress.” 

To find out what U. S. Communists 
really want, it is not necessary to refer to 
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the files of the Dies Committee, to the 
jeremiads of luncheon-club speakers, or 
to other sources which the American left 
wing, Communist or not, automatically 
finds suspect. The best answer comes from 
the Communists themselves in their own 
periodicals: chiefly Politi- 
cal Affairs and its fore- 
runners, The Communist 
and the Labor Herald, 
whose sole purpose is to 
guide and instruct party 
members. 

The first of the three 
publications, the Labor 
Herald, made its debut in 
1922 with the Trade Union Educational 
League, first official U. S. Communist 
group. For our evidence, we therefore be- 
gan with the 1922 Labor Herald and 
worked forward to the most recent issue 
(January 1947) of Political Affairs. Page 
references will be furnished any reader on 
request. 

As spelled out in their own words, 
American Communists have three major 
aims in the U. S.: the revolutionary over- 
throw of capitalism and the capitalist state, 
a Soviet form of government under a 
“dictatorship of the proletariat,’ and f- 
nally, the Communist heaven-on-earth, a 
collectivist economy leading to a classless 
society. 

Of the three aims, their first is revolu- 
tion. Not merely change, but full-fledged 
revolution, planned, led and controlled by 
the disciplined Communist minority. ““The 
liberation of the working class from the 
yoke of capitalism cannot be effected by 
slow changes, by reforms, but only .. . 
by revolution.” So stated The Communist 
in April 1939. Similar pronouncements 
had been made in previous years, and have 
been made in the years since. 
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Communists make no secret of this, or 
of their other objectives. A reading of 
their literature over the years proves that. 
The basic goals and the means of getting 
there pop up with a consistency often 
clouded by Communist about-faces on 
current issues. 

But on the other hand the party doesn’t 
shout its aims from the housetops. It 
scorns mere talk. ‘The September 1922 
Labor Herald declared: “Previous revolu- 
tionary movements have depended pri- 
marily upon talk . . . Consequently they 
got almost nowhere ... Our slogan is 
Work, not Talk.” 

This slogan has made the Communist a 
consummate tactician. ‘The Communists 
know they’re a long way from their basic 
goals. ‘They know certain intermediate 
steps are needed to pave the way. 

In the domestic field they want to train 
small spearheads in party philosophy and 
strategy. ‘They want to set themselves up 
as leaders of the working class, to develop 
“class consciousness,” and to promote the 
“class struggle.” In the field of foreign 
policy they want above all to support and 
protect the U. S. S. R.—the “fatherland.” 

In turn these intermediate steps dictate 
the Communists’ day-to-day tactics. 

Tactic No. 1 is to take the lead in move- 
ments for immediate reform. Actually, 
immediate improvement in living and 
working conditions—though seemingly of 
all-absorbing interest—is only of incidental 
importance to the Communist party. The 
idea is to “draw masses of workers into 
daily action for measures adapted to the 
daily needs of the 
workers” (The 
Communist, March 
1929). With the 
masses thus aroused 
“the Communist 
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party must raise before the toilers in the 
U. S. the revolutionary way out of the 
crisis.” (The Communist, May 1934). 

This instruction to move from current 
to more fundamental issues recurs repeat- 
edly. Meanwhile, whooping it up about 
controversies of the day effectively smoke- 
screens basic activities. Thus in 1922 the 
Communist dwelt on the Mooney-Billings 
case. In 1927, the Sacco-Vanzetti case. 
In 1946, price and rent controls. In 1947, 
the housing problems of Harlem Negroes. 

When Communists get positions of 
responsibility, they do concern themselves 
with immediate small improvements in 
conditions. To stay on top Communists 
must produce results. This of course means 
compromise, their Tactic No. 2. 

A young non-Communist electrical- 
worker voted for Communist union off- 
cials. She explained: “They’re good com- 
promisers. ‘They fight all the time for the 
workers’ interests, but they also know how 
to settle with the boss.” But they compro- 
mise only to gain a specific objective—in 
this case, to keep their grip on some New 
York electrical workers. 

Communists also compromise to win 
political support. Thus, in fighting Ameri- 
can policy on China, the Philippines, the 
atom bomb, etc., they are instructed (Po- 
litical Affairs, September 1946) to enlist the 
aid even of those “who are prepared to go 
only part way . . . even certain church and 
pacifist groups which are not yet ready to 
break with the Admin- 
istration completely.” 

Coopera- 
tion with 
non - Com- 
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munist groups is Tactic No. 3. For example, 
Communists talk long and loud about the 
need for a “united” labor movement. This 
unity is usually a device to spread Com- 
munist influence. At other times it is a 
device to keep Communists from being 
isolated and thereby stripped of influence. 

The fact that Communists latch on to 
the leadership of popular movements 
breeds the kind of political confusion they 
love. Those who regard Henry Wallace 
as a Communist, because he supports 
causes Communists support, simply 
strengthen a popular myth that the only 
thing wrong with the Communist is that 
he is a “radical.” 

The Communists stress the value of a 
nucleus of politically active faithful. This 
is of course not exclusive to their party. 
But the Communist party differs in that 
it is meant to be perpetually small. 

Membership is only for the elect. The 
January 1939 Communist says: “We Com- 
munists are people of a special mold . . . 
It is not given to all to be members of 
this party.” 

Membership is rigidly restricted. ‘The 
Party Manual (1935) declares that “only 
those who agree with the program of the 
Communist Party . . . can become mem- 
bers of the Party.” Anyone who joins 
merely because of an interest in “peace” 
or “higher wages” gets shaken out when- 
ever the party exercises what it unblink- 
ingly calls “flexible tactics.” 

Such tactical reversals test a party mem- 
ber’s caliber. When they occur, only those 
who have absorbed a knowledge of true 
Communist objectives, and have accepted 
them, can hang on. There must be “abso- 
lute subordination of the minority to the 
majority.” (The Party Manual.) 

For the party is based upon absolute 
discipline. The Communist in August 
1946 declared: “In the Party as a whole 
there can be no place for any groups or 
sections, for any hostile and anti-Party 
nests. Where such nests appear they must 
be purged mercilessly.” 

While there is provision for free debate 
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on important tactical questions, it must 
stop when the higher party councils make 
a decision. And on really fundamental 
matters there is no debate. The Party 
Manual is clear: 

“Basic principles . . . cannot be ques- 
tioned . . . We cannot imagine a discus- 
sion, for example, questioning ... the 
necessity for the proletarian dictatorship 
. . . We do not question the correctness 
of the revolutionary theory of the class 
struggle laid down by Marx, Engels, Lenin 
and Stalin.” 








HEN the party expelled Earl Brow- 
der and others last year, the new party 
chiefs hailed the move as a purge of “Te- 
visionists.” ‘The “revisionists” had fostered 
a policy of all-out Communist support for 
the U. S. war effort after Russia was in- | 
vaded. By the summer of 1945, though the | 
U. S. was still at war with Japan, the Red 
Hag flew over Berlin. Browder didn’t | 
see quickly enough that continued coopera- | 
tion with capitalists was inexcusable. U. S. | 
Communists were so informed by a French | 
Communist leader, Duclos, and Browder 
was bounced. ‘The U. S. party has now re- 
verted to what it calls the correct Marxist- 
Leninist policy. | 
But just what “correct Marxist-Leninist 
policy” means has not yet been explained 
to the public, or for thai matter to new 
party recruits. It is frankly admitted (Po- 
litical Affairs, September 1946) that new 
members entered the party in 1946 “with- 
out a full knowledge of the party’s program, 
theory, tactics or methods of work.” 
One line on which the U. S. Com- 
munists never waver, however, is to organ- 
ize and agitate among the masses for polit- 
ical action or support for the U. S. S. R. | 
In November 1925 the Labor Herald | 
stated: ““The main task that confronts 
workers of all countries . . . must be to 
prevent a new war against the Soviet Union 
within the next five or ten years.” ‘The 
July 1941 Communist: “Support the 
U. S. S. R. in its fight against Nazi war 
. upon the greatest champion of peace, 
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freedom and national independence—the 
land of socialism.” In Political Affairs for 
January 1947: “In the peace as in the war 
they (the working peoples of Europe and 
Asia) see the Socialist Soviet Union as 
the mighty bulwark of democracy, peace, 
and the freedom of the peoples.” 

This apparently slavish devotion has 
occasionally lulled non-Communists into 
thinking that Communists are not really 
out after a revolution in the U.S. People 
have made much of Stalin’s announced 
objective of “building Socialism in one 


country” and have interpreted it as mean- . 


ing no revolution elsewhere. 

Stalin may have decided that it was 
wiser to export less propaganda and import 
more turbo-generators. Whatever the 
reason of the moment, Communist party 
policy in the U. S.—as far as basic matters 
go—shows a remarkable continuity. 

When the U. S. recognized Russia in 
1933, hopes for mutual understanding were 
high. But less than a year later, in August 
1934, The Communist wrote: “We frankly 
seek and work for the triumph of the 
proletarian revolution in the U. S. and the 
establishment of a Soviet government in 
this country.” Nor has the line changed 
in the 40's. 

The discipline maintained by the party 
is not merely to unify the party line on 
a given issue or even to insure a nucleus of 
pro-Soviet agitators. ‘The party’s dictator- 
ship over its members is a first step 
toward one of its three ultimate 
goals—the dictatorship of the party 
over everyone in the country, which 
Communists call the “dictatorship 
of the proletariat.” 

The Communists aim to establish this 
dictatorship wherever and whenever pos- 
sible. ‘They do not want the democratic 
process as we understand it. ‘The March 
1939 Communist said: “The main thing 
in Leninism is the question of the dictator- 
ship of the proletariat, of the conditions 
for winning it, of the requisites for its 
intrenchment.” Since in 1946 the Com- 
munists openly re-established the “correct” 
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Marxist-Leninist line, that statement ap- 
plies today. 

What to do about the Communists? 
First, remove the immediate grievances on 
which the Communist cause battens. The 
party does its best work among those who 
feel oppressed; a third of its 1946 recruits 
were Negroes. 

Eliminating social and economic irti- 
tants is a matter in which businessmen, 
particularly, can take an effective hand. 
But the end of grievances won’t necessarily 
end Communist agitation. Some griev- 
ances will inevitably remain. ‘The Com- 
munists will invent others. 

A second, longer-range mode of attack 
by non-Communists is not to suppress the 
Communists but to clip their wings by 
knowing who and what they are. Numer- 
ically, this should be easy. The latest Com- 
munist sources (January 1947 Political Af- 
fairs) indicate a total membership of about 
75,000, while in September 1946 the FBI 
estimated their membership at 100,000. 

But before a Communist can be isolated 
he must be recognized.. That’s why the 
job should not be left to community die- 
hards or to the conservatives alone, who 
usually can’t identify the actual Com- 
munists. In the past, indiscriminate “Red 
baiting” has managed to smear nearly 
everybody who merely sought reform. 

The isolation job belongs to labor, 
liberals, and non-Communist left-wingers— 
IF they choose to do it. A Com- 
munist can usually be spotted only 
by those with whom he has worked 
closely. That is, by the left, not 
the right. 

Leaders of labor unions and lib- 
eral groups really know—or can find out— 
who the Communists are. ‘They can spot 
the Communists by watching for changes 
in the tactical line. 

Democracy’s defense against its enemies 
at home begins with a knowledge of who 
and what they are. ‘That goes for Com- 
munism and for Fascism as well. Neither 
will gain significant popular support if 
enough people know their true aims. 





























RETAILING IS LIKE BABY’S MILK 


The boss applies a simple principle to Federated Department Stores, Inc. 





.HEN an infant cries for food, he 
@ doesn’t want a meal ticket and he 
}doesn’t want an argument. He 
wants warm milk—the right kind 
for him and he wants it at once. 

That, says Fred Lazarus Jr., president of 
Federated Department Stores, Inc., is the 
kind of service people want from depart- 
ment stores and that is all there is to 
this business. 

Federated’s six major stores in five cities 
apply Lazarus’s principle with unrelenting 
vigor and unrelenting success. Last year 
they rang up total net sales of 234 million 
dollars and a net profit of g million— 
about twice the volume and three times 
the profit recorded five years ago. 

Other department stores, of course, have 
done as well in the same lush period. But 
Federated, undeniably, has earned some 
special prestige as well as dollars. The 
organization has become a symbol of su- 
preme expertness in the department store 
field. It is also a symbol of the continuing 
robustness of the department store system 
of distribution, despite growing competi- 
tion from mail order houses, suburban 
specialty shops, a host of chains and manu- 
facturers’ outlets. 

Federated was formed in 1929 by the 
heads of Wm. Filene’s Sons Company, 
Boston; Abraham & Straus, Inc., Brooklyn, 
and the F. and R. Lazarus and Co., Co- 
lumbus, O. (Lazarus had bought the John 
Shillito Co., Cincinnati, in 1928). Bloom- 
ingdale Bros., Inc., New York, was ac- 
quired in 1930, and Foley Brothers Dry 
Goods Co., Houston, in 1945. 

Federated is actually a federation. Most 
of the directors are officers of the member 
companies, which function as independent 
units under their own individual manage- 
ments. The job of the parent company is 
to provide extra brains and stimulation, to 





do big research jobs or technical analyses 
that the stores couldn’t or wouldn’t at- 
tempt. Under Lazarus’s realistic and ar- 
ticulate leadership it advises on finances, 
stock commitments, operations, and en- 
gineering. It spends a lot of time, too, 
looking for new acquisitions, under a 
theory that if you don’t grow, you're dead. 

Put another way, Federated is merely an 
improved mechanism for carrying out, in 
every possible direction and to the greatest 
possible extent, Lazarus’s basic objective: 
keep giving people what they want, as they 
want it, when they want it. 

It does this by holding up, and helping 
member stores put into effect, certain spe- 
cific principles directly related to the gen- 
eral objective. Some of them are: 

“Keep a big variety of stock.” Carry 
more than the largest selling size of the 
largest selling brand of work shirt. Do 
better than rack up a few styles of neckties. 
If you sell housewares, put in a wastebasket 
unit, and stock as big a variety as you can 
find. Make the Brooklyn housewife believe 
“T can get all this at A & S.” In Brooklyn 
she believes it. 

“Watch timing.” Have on order, and 
attractively displayed, a wide selection of 
misses’ party dresses before the winter holi- 
days. It doesn’t do any good to get them 
on December 26, or have them piled in a 
stock room. 

“Compete at least a little with every- 
body.” ‘Try to give Sears a tussle on tools 
and Tiffany’s some competition on jewelry. 

“Don’t give buyers too much to do.” 
Their departments should be small, and 
their territory limited. Then keep them 
on the road getting things. 

“Work tirelessly to get scarce items.” 
During the war Shillito’s sent buyers all 
over America to buy candy, in driblets, 
wherever they could get it. In 1945, Shil- 
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lito’s sold $500,000 worth of candy. It 
wasn’t available at all in most stores. 

“Feel real responsibility to your custo- 
mers.” When food was scarce and meal 
planning a headache, Federated store res- 
taurants kept open, first without profit, 
later at a loss of thousands of dollars a 
month. Lazarus felt it was a merchant’s 
responsibility. 

“Never treat complaints casually.” Cet 
rid of the sources of complaints. The 
customer is always right. If you’re a clerk, 
call the boss personally on complaints if 
you think it desirable. ‘The average sales 
check in a store is $4-$5. Net profit runs 
from three to five percent. ‘That’s 12 to 
25 cents a sale. It costs one dollar to 
investigate a complaint. One complaint 
wipes out profit on four to eight sales. 


‘“CN'ERVICE is more than a smile.” It’s 

speed. Serve the best possible choco- 
late soda—and at least three minutes faster 
than a competitor. 

“Keep decentralized.” A department 
store is really a collection of small busi- 
nesses. Let each department head be an 
independent manager, run his own show. 
If he can’t, fire him. 

“Lean on business forecasts.” No busi- 
ness can run in the dark. Maintain a 
trained staff to watch business indexes, 
supplement them with your own studies. 
Federated’s researchers watch 51 indexes. 
Most department stores don’t make fore- 
casting a special business. Federated holds 
general forecast meetings twice a year, cir- 
culates bulletins monthly. All forecasts 
are required to be practical — phrased in 
terms of volume or profit, and purged of 
all academic jargon. 

Last fall, Federated 
experts predicted ac- 
curately the drop in 
cotton prices, thus 
helped member stores 
materially in cotton 
commitments. ‘They 
predicted also the ex- 
tent of the expected 
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rise in Christmas business. They were more 
bullish than most experts, but hit it right. 

“Analyze markets.” Federated takes a 
Department of Commerce report on manu- 
facture and sale of women’s dresses, for 
instance, then works out the percentage 
of the selling business which each Feder- 
ated store should do. Such a report will 
not mention shortcomings, but speak of 
“opportunities” for greater volume. 

‘Never stop studying methods.” How 
can received goods be opened, counted, and 
marked more quickly? Federated is work- 
ing with a mechanical engineer on this one, 
investigating a complete conveyor belt, 
electric-eye apparatus. Another group con- 
ducts a never-ending study of wrapping. 
Also, how about that pile of blankets in a 
certain selling-area—is it returning the 
profit per square foot it should? 

“Keep training employes.” Shillito’s 
gives all new employes training in sales- 
manship and store programs. Each de- 
partment head must submit in writing a 
six-month training program for his whole 
unit. Subjects include current merchan- 
dise information, fashion trends, what ac- 
cessories go with what apparel. Each 
course must be approved by a central 
training department. 

Each big store division has a training 
adviser. ‘The men’s wear department might 
order from her a special course in color 
trends. Or she may go to New York to 
learn the latest about rugs, come back and 
give four lectures. 

There is also special executive training, 
reserved for promising employes selected 
by their department heads. The policy is 
to promote from the ranks. Of 285 execu- 
tives at the Lazarus 
Columbus store, 274 
have risen from non- 
executive positions. 

Lazarus says these 
concepts and _ prin- 
ciples are obvious. He 
attributes Federated’s 
success to the spirit 
with which they are 
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followed—the imbued desire to keep 
fussing and bustling to do things better all 
the time. 

Perhaps the best clue to the success of 
this fussing and bustling is the attitude of 
competing retailers. One competitor puts 
it this way: “Retailing is an unnerving 
business. But whatever has to be done to- 
morrow, that Lazarus outfit will have al- 
ready done it.” A Cincinnati financial 
writer, who keeps an eye on Federated’s 
new offices at Seventh and Race Streets, 
says the atmosphere there is one of 
“pouncing alertness,” and reports that it 
almost bowls him over. 

Federated is too big to be a one-man 
show, but much of its competence is the 
result of direct inoculation from Lazarus. 
A youngish-looking 62, affable and unpre- 
tentious, he grew up in the department 
store business. When just a lad in school 
he worked Saturdays in the family store 
in Columbus, and, with his older brother 
Simon, helped develop it from a few clut- 
tered ground floor rooms to an immense 
institution which last year did 40 million 
dollars worth of business—in a city of little 
more than 300,000 people. 

Lazarus is credited with pushing several 
important developments in retailing. One 
is “vertical display,” which is laying out 
items on double or triple deck tables. An- 
other is arranging stock by sizes. All 
women’s gloves, for example, are grouped 
around large counters, one counter for all 
gloves of one size. Decentralization of 
management is also an old Lazarus fetish, 
as is the insistence that complaints are 
something for top management, not merely 
sales clerks, to worry about. 

All the skill which Lazarus has gained 
in half a century of retailing, plus all 
the resources and technical knowledge of 
Federated, will be threwn into the new 
g-million-dollar Foley store now being built 
in Houston (sketch on page g). The first 
large independent department store to be 
erected in the country in almost 20 years, 
the Houston structure will be strikingly 
modern in appearance and function. 
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Air-conditioned and equipped with radi- 
ant heat, the main six-story structure will 
be connected by a tunnel to a six-story 
garage. (All Federated stores are parking- 
conscious.) The store will be arranged 
around escalators. Related merchandise 
will be grouped in selling areas served by 
stock rooms on the same level. 

Adjoining stock corridors will get goods 
by conveyor belts, chutes, and lifts. The 
same facilities will speed outgoing mer- 
chandise to trucks. Customers can park in 
the garage, shop, return to find their 
packages ready to be checked out. Com- 
munication between the store and a 130,- 
ooo-square-foot warehouse will be instan- 
teneous—by TelAutograph—and eliminate 
delays in transmitting and copying orders. 


S Federated keeps improving its stores, 
and acquiring or building new ones, it 
won't necessarily copy the Foley pattern. 
Varying land and building costs may dic- 
tate different layouts. But the goal and 
the operating principles of Federated re- 
main constant. It will study all the facets 
of a new problem and come up with an 
answer that looks sensible for the circum- 
stances and the time. 

From now on, costs are going to be 
higher. And competition will drive down 
prices. ‘This means, says Lazarus, that 
retailers will have to mechanize their busi- 
nesses more and more, to reduce payroll 
and handling expenses. Also, employes 
must become more and more efficient. 
Hence the emphasis which Federated puts 
on training. 

Lazarus has no doubts about the future 
of department stores—if they’re run right. 
He thinks that of all possible retail out- 
lets, a department store is most interesting 
to women, who are gregarious shoppers by 
nature. And women, he says, always will 
do the bulk of the shopping. 

The days ahead will bring new and dif- 
ferent problems. But past performance 
suggests that, whatever has to be done, 
Federated probably will have done it. 
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PACKAGED HOUSING 
UP ITO NOW... 


Factory home a reality, but it doesn’t mean revolution 








UCH has been said of a “revolution” 

in the U. S. housing industry. 
There has been big talk about “millions” 
of factory-produced homes to beat the cur- 
rent housing shortage. But with the 
approach of spring 1947, such machine- 
made homes are being turned out only 
by the hundreds. 

This slow start is plainly no revolution. 
But there will be a rapid evolution of the 
industrial housing industry. Only a brash 
prophet would venture exactly when. 
Some day, however, America will undergo 
at least partial face-lifting by the indus- 
trially-made house. 

Such a house is still too new to be de- 
fined in the dictionary. But experts thus 
draw the line between it and the “pre-fab” 
house: Both have shifted the building 
process from home site to factory, but the 
industrialized house to a greater degree. 
It is built under more efficient methods of 
organization, with up-to-date machinery 
that cuts out a lot of hand labor. It can 
be turned out not merely by the hundreds, 
but by the hundreds of thousands. 

The industrialized house is made of 
specially-treated materials, some never be- 
fore used for houses, some only rarely up 
to now. Among them are aluminum- 
faced honeycomb paper, enameled metals, 
plastics and glass. ‘These materials aren't 
first made into little pieces, like bricks and 
2-by-4’s, and then reassembled; the house 
is made up of relatively few large parts, 
manufactured directly from the raw ma- 
terials. With the discarding of many steps 
in the building process and many building 
parts formerly thought essential, the house 
is lighter in weight and bulk. 

Starting any new industry is terrifically 
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tough. ‘The industrialized house industry 
must buck the conservatism of established 
builders, the opposition of building-trades 
unions, and the crotchets of building-code 
authorities. It will run up against techni- 
cal troubles, too. 

Probably not more than 100,000 houses 
will roll off the assembly line this year. 
With bad luck, only about half that many. 
1948? Production should step up sub- 
stantially. ‘The 1950's? ‘The industry 
should really get going. 

1947S industrialized house will not be 
the last word in home-building any more 
than horseless carriages were the last word 
in motorized transportation. But because 
the basic idea is there and the need is great 
—12 million houses in the next 10 years— 
the first factory-built houses will eventually 
give way to vastly better models. 

These houses will be put together in 
new ways. ‘They probably will be ordered 
from a dealer like automobiles. When 
mass-produced they will cost considerably 
less than a house of comparable size built 
by carpenters and bricklayers. 


N appearance, the factory-made houses 

may range from clean-cut modern 

to classic colonial. But, whatever the style, 

they bid fair to streamline the notoriously 
laggard building industry. 

Not only industrialized house builders, 
but all builders breaking in any degree 
with tradition are trying basically to do the 
same thing: bring down costs by reducing 
the 4000 to 5000 man-hours of labor re- 
quired to build an average small house. 

By moving part of the process of house 
construction into a factory, although largely 
continuing to use traditional building 
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methods, the 
pre-fab men cut 
man-hours about 
8 percent. An- 
other group of 
builders who 
have continued 
building at the 
site have cut 
man-hours about 
the same amount 
by building hun- 
dreds of houses at a time, and using 
machinery and efficient organization. 

By contrast the industrialized producer 
is aiming to reduce man-hours 30 to 50 
percent. At the same time he hopes that 
the lower prices and better houses thus 
made possible will open such a vast new 
market that more workers will be employed 
than ever before. 

This goal is still far off. In organization, 
as in house design and principles, the 
assembly-line housing industry is young. 
Some early comers may grow into giants. 
Some will disappear. But by all signs the 
new industry has an unparalleled chance to 
become the “automobile industry” of the 
future, possibly in the 1950’s, but more 
certainly in the 1960's. 

Wilson W. Wyatt, the former USS. 
housing expediter, had hoped to bring the 
fledgling industry along much faster. By 
100 percent financing and other schemes, 
the government had pushed the infant air- 
plane industry into the production of 
50,000 planes in 1942. Wyatt wanted by 
the same methods to get 100,000 factory- 
built houses in 1946 and 600,000 in 1947. 

Wyatt failed when the Reconstruction 
Finance Corp. refused to risk wartime 
financing in peacetime, and other govern- 
ment agencies rejected appeals for emer- 
gency help for housing. Some said 
Wyatt’s demands were too great and made 
at the expense of other material-starved 
industries. Largely because of this failure 
Wyatt resigned. The big industrialized 
housing program blew up. 

It was like tossing an incubator baby 
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into a lake to swim for itself. In the 
middle of blueprinting and organizing 
assembly lines, the packaged housing 
industry had to scale down its plans. 

But then RFC let it be known that it 
would make loans up to 80 percent on 
sound projects. ‘The government also 
created more favorable terms in the con- 
tracts under which it promised to take 
over factory-built houses which the pro- 
ducers failed to sell. ‘The infant industry 
found it could swim a little on its own. 

Progress will not be as swift as it would 
be if the government assumed greater 
risks. On the other hand, any of the in- 
evitable mistakes made will be smaller. 

The industrialized house—as distinct 
from the old woodframe pre-fab—was born 
of the war, which developed light metals 
and new techniques for their use. 

In addition, National Housing Agency 
analyses showed that to cut the cost of the 
house a single-thickness material, or some- 
thing very much like it, would have to be 
found to replace the 14 separate layers that 
now make up the wall of a frame house, or 
the thousands of bricks in a brick wall. 
The material, NHA said, would also have 
to be capable of being molded or built into 
large sections or panels that could be 
moved easily. No such materials existed. 
Years of research seemed necessary. ‘Then, 
unexpectedly, the airplane industry brought 
the solution much nearer. 

Glenn L. Martin, the Baltimore airplane 
builder, was seeking a light, rigid material 
for the bulkheads, floors and partitions of 
his planes. J. D. Lincoln of Marion, Va., 
needed a similar material to house aviation 
radar equipment. Both hit on the idea 
of a “sandwich.” They took light, fibrous 
materials, impregnated them with a plastic 
that turned them into sort of a porous 
rock, and then glued or “bonded” thin 
aluminum sheets to either side of this filler. 
They had what they wanted, and also a 
discovery which couid radically change the 
building of houses. 

Two-inch thick panels of the sheets were 
self-supporting, and able to carry the weight 
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of a roof or floor made of the same stuff. 
As a wall, this panel was startlingly new. 
It required no inside framing. It weighed 
less than cork. It was excellent insulation 
in itself. Furthermore the aluminum 
“skins” formed long-lasting wall surfaces, 
both outside and in. A coat of paint could 
hide the shiny aluminum if it didn’t ap- 
peal. ‘The only trouble was the high cost. 

Looking for a cheaper sandwich filler, 
both Lincoln and the U.S. Plywood 
Corp., which had worked closely with Mar- 
tin, arrived incredibly enough, at paper. 
Plain brown kraft paper, the kind used to 
wrap groceries, was cut and glued in such a 
way that it pulled out into a honeycomb 
effect like a tissue-paper Christmas bell. 

When it was soaked with phenolic 
resins and bonded to its aluminum sheets, 
it passed the first tests of the United 


States Forest Products Laboratory. Fur- 
ther exhaustive tests are now under way. 

The Consolidated Vultee Aircraft Corp. 
of San Diego is planning to build a house 
known as the Convair, with the aluminum- 
plus-paper material made by the U. S. Ply- 
wood Corp. The Convair, with its low hori- 
zontal lines, white painted aluminum walls, 
picture windows and patios, is as modern 
as its materials. Yet the architecture would 
alarm only a die-hard traditionalist. ‘The 
house includes a living room, dinette, 
kitchen, two bedrooms, bath, utility room 
and all the usual equipment. Price: about 
$5800, not including lot. 

Douglas Aircraft Co. of Santa Monica, 
Cal., has begun a house of Lincoln mate- 
tial. Goodyear Aircraft in Akron is work- 
ing with a similar paper material. 

A “stressed-skin” method of plywood 
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construction, developed by the U. S. Forest 
Products Laboratory in the 1930's, dis- 
closed some of the tremendous advantages 
of sandwich materials. Generally plywood 
has been nailed to floors or walls. But 
when glued to the supporting studs or 
joists, it became an integral part of the 
structural unit. That meant supports 
could be smaller and farther apart. A 
nailed panel of the same size as a stressed 
skin panel required 127 percent more 
wood. 


TRONG and light, the stressed-skin ply- 
wood panels were a natural for indus- 
trialized housing. The General Panel Corp. 
of Burbank, Cal., one company using these 
panels, has been granted a 114-million- 
dollar RFC loan to produce 8500 all-ply- 
wood houses this year. Price, including 
$goo for a lot, around $5800. 

Houses made entirely or chiefly of metal 
will figure importantly in the industrializa- 
tion of housing. But most metal houses 
now being planned or produced use tradi- 
tional construction methods. 

Probably only one has taken advan- 
tage of metal’s special qualities—the Dy- 
maxion house designed by Richard Buck- 
minster Fuller. Fuller’s house is round, 
made of aluminum and suspended from a 
central maypole-like staff. There’s no other 
house like it. Plans to mass-produce Dymax- 
ion early this year at the Beech Aircraft 
plant in Wichita have been stalled by both 
technical and financial difficulties. 

Less radical metal houses, now in the 
works, will be an eye-opener to housewives. 
The Lustron Corp. of Chicago will make 
an entire house of enameled steel. Its 


























Lustron’s offering will sell for around 
$7350. 

Concrete, an old material, is also being 
taught new tricks. Producers are making 
it lighter and pre-casting it in strong, thin 
panels. Some are pouring concrete in 
forms on the ground, and tilting the panels 
into place. 

Some assembly-line houses may be sold 
separately. But the big producers intend 
to market them in “fleets.” These will go 
primarily into planned subdivisions where 
they can be placed with an eye to design. 
Mostly the houses will be shipped to local 
dealers whose own crews will lay the con- 
crete slabs on which most of the houses 
rest, and do the assembling. 

The new industry faces a number of 
headaches. ‘Trouble will arise out of out- 
dated local building codes. Labor will be 
another problem. Producers of factory- 
built homes point out that they employ 
union labor in their plants. Most will use 
union men on site work. But some work- 
men will lose out. The fight will be bitter. 

There will be some infighting from tradi- 
tional builders and old-line pre-fab men. 
The assembly-line house will not compete 
with the luxury house built to suit indi- 
vidual needs and fancies. But nearly half 
the U. S. can’t afford more than $6000 
for a house. 

That fact spells opportunity for the in- 
dustrial builder. The demand for a good 
$5000 to $8000 house is almost unlimited. 
In the past, most low and moderate-cost 
homes were thrown together with little 
thought for comfort. ‘The industrialized 
house builder is designing houses that will 
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walls, also mat-finish, will be wiped clean 
with a damp cloth. An unusually spacious 
“small” house—ggo feet of floor space— 
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industrialized house maker can do all this 
and sell his house for under $8000, too, 
the future should be his. 
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O YOU know what will happen to 
your property when you die? If you 
don’t your family may inherit a load of 
trouble with your estate. Here’s what may 
happen: 
Someone you never heard of may parcel 
out your estate. It may not 


and insurance companies. Much of it 
belongs to families of men who never kept 
records of their money. A conscientious 
executor, going through five trunks of junk, 
found a slip of paper worth $25,000 to the 
heirs. File a memo with your will listing 
at least your banks, your 





go to the memrbers of your 
family you think should 
have it. Some of it may go 


DON’T LEAVE 


real estate and your valu- 
able possessions. 

Joint ownership can be 
Bank accounts, 


to strangers. Some may | valuable. 

never be discovered. Some YOUR FAMILY bonds and real estate jointly 
may be wasted. Your wife owned go direct to the wife 
may be obliged to take over IN A MESS upon her husband’s death. 





your business or invest large 


Joint ownership of a home 








sums of money with result- 
ant losses. Be sure about these things: 

A will. It costs money to die without 
one, but most people do it. A man died 
recently without a will, believing his wife 
would get his property. But in his state, 
a wife is not “an heir at law.” A cousin 
he had never seen got half his personal 
property and most of his real estate. 

State inheritance laws on intestate per- 
sons vary. In the District of Columbia 
the children get two-thirds of the personal 
property and ownership of the real estate. 
If they are minors the court will probably 
appoint their mother as guardian. She 
will have to furnish bond, hire an at- 
torney, file annual reports with the court. 
These expenses may shrink the children’s 
inheritance by as much as 30 percent 
before they are 21. 

Executors. When you make a will 
you appoint an executor. If there is no 
will, the court appoints an administrator. 
In small estates, the wife can well be the 
executrix. In moderate-sized or large 
estates, an attorney or a bank can probably 
do better. Their fees are limited by law. 

Don't mislay your will. It can be 
burned, lost, torn up. Put it in a safe 
place or let your bank keep it. Consider 
giving a copy to your chief beneficiary, to 
be sure it is found. 

Assets. Does someone else know where 
yours are? ‘There are probably half a 
billion dollars in unclaimed assets in banks 
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is best started early; the 
government is less likely to declare it a 
taxable gift. In most states, joint owner- 
ship will save half the inheritance tax. 
But it is not a good idea if you think your 
wife is about to go crazy or sue for divorce. 
In large or medium estates joint ownership 
has both advantages and disadvantages. 
These can best be explained by a lawyer. 

Life Insurance. Unless you think your 
wife can invest a large sum of money 
wisely, consider having your insurance paid 
to her in monthly installments. But make 
the plan so flexible that she can get a siz- 
able sum for emergency, and for taxes. 

Your Business, if you are a sole proprie- 
tor, probably can’t be run by your wife. 
She may have to sell it at a loss to pay 
taxes. Perhaps you should incorporate 
and leave the stock to her. Creditors can 
be paid off by term insurance. 


HEN a lawyer or bank trust officer 

starts working out your estate prob- 
lems, he tries to foresee exactly what will 
happen when you die. Try it yourself. Can 
you answer these questions: What would 
happen if you and your wife were killed 
simultaneously? What would happen if you 
inherited $50,000 but died before you 
heard the news? 

Experts advise that you make a will and 
go over it every year. Put it off if you 
like. But the chances are that your family 
will inherit a very bad mess. 
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EMIL SCHRAM: FARMER IN WALL ST. 


Stock Exchange head battles to keep amateurs out of speculative market 





HEN Emil Schram became presi- 
dent of the New York Stock Ex- 
change in 1941, it was the first time in 155 
years that an outsider had been called 
in to run it. Furthermore, he was a gov- 
ernment man, owned no stock, had never 
seen the floor of the Exchange, and had 
spent most of his adult life raising corn 
and hogs in Illinois. 

But the selection committee that offered 
him the job wished fervently he would 
take it. Membership seats in the Stock 
Exchange were the cheapest they had been 
in 43 years and trading volume was at a 
near-record low. The committee, hats in 
hand, only hoped Schram could help pull 
them out of the awful hole they were in. 

He did. 

The Exchange is a going concern now— 
in the black for the fourth consecutive 
year after running almost a decade of 
deficits. Big, soft-spoken Schram has done 
much to narrow the gap of mutual dis- 
trust which developed between the invest- 
ment fraternity and the government during 
the Roosevelt Administration. His en- 
lightened leadership has fostered a gradual 
—but still incomplete—return of con- 
fidence in the integrity of the Exchange. 

To the Exchange itself Schram has con- 
tributed efficient management. In Wash- 
ington he has proved an effective inter- 
preter of the practical aspects of the invest- 
ment business. And in the country at 
large his campaign to keep the unsophisti- 
cated get-rich-quick “investor” out of the 
market is saving many an ex-serviceman his 
mustering-out pay and many a U. S. family 
its war bonds. 

It is perhaps fitting that a man who 
helped pian and execute the War Finance 
Committee’s bond drives should now lead 
the campaign to make bond buyers hold 
onto their investment. But Schram’s ac- 
tions in this case are not wholly altruistic. 
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He’s interested in preventing the Stock 
Exchange from becoming a political whip- 
ping boy again. He figures a good way to 
accomplish this is to make sure the market 
doesn’t get cluttered up with smalltime 
gamblers anxious for a quick killing. 

For these economic illiterates want more 
than their money’s worth, and they usually 
end up by losing their shirts. When they 
discover the market can fall as easily as it 
can rise, they start crying for blood—some- 
one’s else. 

Schram views the country’s 85 mil- 
lion owners of war bonds with appre- 
hension. He is concerned lest this poten- 
tially great new securities market should 
suddenly become active. He has bought 
space in 400 newspapers and magazines 
throughout the country to urge bond- 
holders not to take a fling on the stock 
market. It is the first time in history that 
the Exchange has gone in for advertising, 
but the unprecedented action is only one 
manifestation of Schram’s public relations- 
conscious administration. 

Some people, Schram feels — and _ his 
forceful advertisements echo the sentiment 
—should stay out of the market altogether. 
All would-be investors should get the facts, 
know the risks, cold-shoulder the grapevine 
rumor and hot tip merchant. If the urge 
to invest is unconquerable, he warns the 
investors to be sure that the securities they 
buy are suited to their particular needs. 
Says one of the Schram-inspired ads pic- 
turing a new shoe: TRY IT FOR SIZE. 

Much of Schram’s investment philosophy 
can be summed up in Mark T'wain’s words: 
“October is one of the peculiarly dangerous 
months to speculate in stocks. The others 
are July, January, September, April, No- 
vember, May, March, June, December, 
August and February.” 

In the pre-Schram days, infrequent 
visitors to the Exchange had to sign their 
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lives away to get past the front door. 
Now anyone can stroll in for a look, and 
some 150,000 curious souls did in 1946. 
Most days half a dozen groups of school 
children can be seen touring the building. 
Not too many years from now, figures 
Schram, these young sightseers will be 
voters and security owners, and maybe 
they won't blame the Stock Exchange for 
sins it never committed. 

Schram is 54 years old, six feet tall, and 
built like a retired longshoreman. The son 
of a cabinetmaker who emigrated from 
Germany to settle in Peru, Ind., he 
peddled papers as a boy, picked up 12 
cents an hour doing odd 
jobs. He played at political 
rallies in a Peru fife-and- 
drum corps. The Demo- 
crats paid the band more 
than the Republicans and 
Schram says that’s how he 
became a Democrat. , 

After finishing high 
school, he went to work for 
a Peru coal and _ timber 
operator, J. O. Cole, grand- 
father of songwriter Cole 
Porter. The old man was 
so impressed by Schram’s 
industry that he sent the 21-year-old 
lad to salvage 5000 acres of bottom land 
near Hillview, Ill. The land needed 
draining badly and the muddy Illinois River 
habitually spilled over the levees, rotting 
the crops. Schram took his bride of six 
months there to live in a virtual swampland. 
He taught himself surveying, protected 
his land from the river and made the acres 
pay. In three years he increased corn pro- 
duction tenfold. 

In these and subsequent years Schram 
pleaded eloquently for levee construction 
and drainage before the Illinois Legislature 
and before Congress. In fact, Schram 
seemed to know so much about drainage 
projects in Congressional hearings that 
Speaker of the House Henry T. Rainey 
spoke to Jesse Jones about him. The result 
was that Schram and his wife were sitting 
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on their front porch one summer evening in 
1933 when Jones called from Washington 
to ask if he would head the irrigation 
division of RFC. Schram said he would. 
Roosevelt later made him an RFC director 
and manager of the business loan program. 

Washington made heavy demands upon 
Schram during the next eight years. At 
one time or another he served on the 
executive committee of the Export-Import 
Bank, was a director of the Federal Na- 
tional Mortgage Association, a member of 
the National Power Policy Commission, 
and assistant priorities administrator in the 
OPM. It was Schram who put the Electric 
‘ Home and Farm Author- 
ity on its feet, and who later 
hung up an enviable admin- 
istrative record as_presi- 
dent of the highly complex 
and all-important Defense 
Plant Corporation. In rec- 
ognition of his workhorse 
contributions, the White 
House appointed him RFC 
chairman in 1939 at $10, 
000 a year. 

When the presidency of 
the Federal Reserve Bank 
of Chicago became vacant 
in March 1941, Jesse Jones boosted Schram 
for the job. The bank’s board of direc- 
tors actually voted him in, but the out- 
lying smaller banks of the area revolted 
against what they considered Washington 
dictatorship. The battle went to the Fed- 
eral Reserve Board where Marriner Eccles, 
feuding with Jones, refused to allow the 
directors’ vote to stand. 

Schram lost out on the $12,500 position 
in a wave of publicity which brought him 
to the attention of the Stock Exchange 
committee, then seeking a new president. 
The committee wasted no time in hiring 
him at $48,000 a year. 

When news of Schram’s appointment 
first hit New York, the immediate reaction 
was that the Exchange—beaten to its knees 
by the Roosevelt Administration—had at 
last “‘abjectly surrendered to federal bu- 
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reaucracy.' But now the consensus in 
financial circles is that Schram has done a 
superb job. 

In 1945 the Exchange demonstrated its 
pleasure with Schram’s work by signing 
him to one of the lushest contracts in big 
business annals. He gets $100,000 a year 
until the end of ’48, then goes on a part- 
time consultant basis at $25,000 annually 
for the next ten years. 





OR a country boy who never went to 
college to make those important con- 
tacts, Schram is doing considerably better 
than all right for himself. Besides his 
Stock Exchange salary, he has a one-third 
interest in the old Cole property in Hill- 
view, IIl., and owns outright a 55o0-acre farm 
in Indiana. Schram is also part owner of 
80,000 acres in the Florida Everglades 
which he plans soon to convert into a 
cattle ranch. 

Schram once warned the Exchange: “Tf 
you expect me to work wonders for you in 
Washington, you're kidding yourselves. I 
can’t wave a wand over the SEC, RFC, 
and the White House, and get what I 
want.” Schram’s approach is far from the 
wand-waving type. He usually gets all the 
facts about a problem, puts it in the sim- 
plest terms, then sets about solving it. 

Schram’s policy of enlightened self- 
interest has been particularly effective 
in keeping his Wall Street constituents 
abreast of the times. Struggling through 
the bleak years, investment houses func- 
tioned with a hangdog, heads-low melan- 
cholia, lightened only by the conviction 
that their troubles would be over once 
“That Man” was out of the White House. 
Schram, with his size twelves squarely on 
the ground, did much to snap them out of 
this schizophrenic daydream. He brought 


them alive to the implications of dras- 


tic changes taking place in the U. S. 
economy. 

To the members who bellyached about 
too much government control he pointed 
out that the new security laws and agencies 
were not a liability. They assured full dis- 
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closure of information, and could be made 
an asset in dealing with the public. The 
Exchange itself had plenty of rules with 
the same aim. Schram has endeavored to 
coordinate the two kinds of controls, to 
get the most out of both, and most Wall 
Streeters have gone along with him. 

Schram has greatly modernized the Ex- 
change’s antiquated administrative struc- 
ture. He has vigorously pursued the clean- 
up campaign begun by his predecessor, 
William McChesney Martin, and done 
away with most of the management ills 
which accumulated during Richard Whit- 
ney’s high-riding regime. 

Despite these considerable accomplish- 
ments Schram is still regarded as an ogre 
by the reactionary diehards doing business 
on the Exchange who are still looking for- 
ward to a second coming of the boom 20’s. 
Ignoring this group, Schram has plowed a 
furrow up the middle of Wall Street. He 
has cracked the whip over those who 
brought him into office when he thought 
they were at fault, but at the same time he 
has kept his constituents from being pushed 
around by crusaders. 

Like most businessmen, Schram is espe- 
cially concerned now over the preservation 
of a decent rate of return on private capital. 
He favors a complete, top-to-bottom re- 
vision of the tax system to replace stop-gap 
legislation of recent years. The new 
system, to please him, would have to carry 
ample provisions for the building of in- 
dustry reserves. In this connection he 
looks forward to the day when the capital 
gains tax is completely abolished. 


MIL SCHRAM may not be able to 
hold down a lid on the buccaneering 
instincts of some Exchange members, nor 
will he be able to keep unsophisticated peo- 
ple from cashing in their bonds to take a 
flier on Atom Power Unlimited. 

But he has brought judgment and sense 
to the Exchange, and worked hard to pro- 
tect both it and the public. For a dirt 
farmer from the corn belt, just six years on 
Wall Street, this is pretty much. 
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Diversified York, Pa., cushions Capital and Labor against economic tides 





HE humming little community of 

York, in southeast Pennsylvania, is an 
example of what the experts mean when 
they say the best place to do business in 
the U. S. today is the small city with a 
diversified economy. 

Such cities are commanding more and 
more attention from analysts looking into 
the relation between kinds of cities and 
the impact of slumps; between economic 
robustness and too much or too little devel- 
opment. Last year a panel of experts from 
the now defunct Smaller War Plants Corp., 
in a report submitted to Congress after a 
study of American cities, re-emphasized 
the depression-resistant qualities of the 
small, diversified city. 

York; in fact, has enjoyed a thriving sta- 
bility for many years. With its nice bal- 
ance of industry, commerce and _ agricul- 
ture, it can reasonably look forward to a 
future of full employment and production. 
So far as any community can be insulated 
against depressions, York—and places like 
it—enjoy comparative safety. 

In the years since 1741, when it was laid 
out by a surveyor for the Penn family, 
York has grown steadily. ‘Today, with a 
population of about 57,000 (metropolitan 
area population 92,000), it has some 245 
separate manufacturing industries crammed 
into its 4.1 square miles. ‘They turn out 
275 different products. 

Some of York’s industries are the biggest 
of their kind in the country—perhaps in the 
world—yet none dominates the commu- 
nity. York now employs 39,000 workers 
in industry but the largest plant has no 
more than 3000 employes. Thus, when the 
local hosiery mills are idle, for example, the 
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shutdown has little impact upon general 
business. 

After the bank holiday in 1933 not one 
of York’s seven banks failed to reopen. 
And while most of its business firms felt 
the pinch, none closed completely. 

“We operated kind of inefficiently to do 
it,” one stolid York industrialist explained 
half apologetically. “You know, when a 
big, absentee-controlled business hits a bad 
slump, some efficiency expert in New York 
takes a look at the balance sheet, picks up 
the phone and tells the plant manager to 
lay off 500 or 1000 employes. There's no 
emotionalism or sentiment involved. Just 
cold-blooded efficiency. Here in York, 
however, our people met the situation by 
cutting down the operating time of their 
plants—working every one only six hours a 
day, instead of eight. That way, everybody 
was hit some, but everybody kept working.” 

Just how well-cushioned a small, diversely- 
industrialized city is against national or 
worldwide depression can be found in 
York’s unemployment figures. In 1933, 
York’s worst year, the county (no figures 
available for the city) had just 4134 relief 
cases while Allegheny County—with big, 
hard-hit Pittsburgh—registered 62,912 per- 
sons on relief. Allegheny County has 
seven times the population of York County, 
but Allegheny’s direct relief load was more 
than 15 times greater. 


ND in 1942, with business compara- 
tively booming, York had only 963 
cases compared to Allegheny’s 31,984. 
Because its highly versatile industry was 
easily adapted to war needs, York now is 
untroubled by the problems confronting 
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« A 
The Case for the 
Small City 


In a survey of American cities, 
the Smaller War Plants Corp. 
found these specific reasons why 
the small cities with well-diversified 
industry are safest and soundest in 
hard times and good: 























They foster more even income dis- 
tribution and are backboned by a 
steady, independent middle class. 


Their local industries tend to be 
locally owned and controlled. 


They retain their “bright young 
men.” After college, most boys go 
home to take part in civic affairs. 


Housing conditions are clearly su- 
perior and the proportion of homes 
owned by occupants is larger. 


The chance that a baby will die 
within a year of birth is less than 
in larger cities—sometimes as much 
as 50 percent less. 


Retail stores in small-business cities 
are more efficiently managed, more 
attractive, and offer greater variety. 


Small-business cities spend more per 
capita on cultural and recreational 
facilities. 





“war baby” communities. Its nationally 
publicized war production job was accom- 
plished with the city’s pre-war plant. Under 
the so-called “York Plan,” the city pooled 
its machine tools, equipment and man- 
power and through intensive subcontract- 
ing attained maximum use of facilities. 

Thus, York’s candy caramel industry 
turned to the production of winch parts. 
Her artificial teeth manufacturers, while 
continuing to produce 75 percent of the 
world’s store teeth, also made a variety of 
gauges, jigs and aircraft parts. ‘The ladies’ 
hosiery industry made boat shafts, tank 
bushings, powder press parts and elements 
of anti-aircraft guns. 


NOTHER factor which has helped 
York avoid widespread unemploy- 
ment is the interchangeability of its 
workers. An unusually large proportion of 
them are machinists. Thus when seasonal 
slumps hit the tire chain companies—which 
have peak activity in winter—workers mere- 
ly shift to another plant using similar skills. 
Also, because York is located in the 
center of a fine agricultural are2, haif cf 
the county people are simall farm workers 
who seasonaliy double in the city’s manu- 
facturing plants. This fine balance be- 
tween industry and agriculture is a stabi- 
lizing influence on York economy. 

Such cities as York will stand as models 
for Congressional leaders now pondering 
the problem of the nation’s underdevel- 
oped areas to determine what the federal 
government can or should do to assist the 
proper industrialization of such areas. 

From the purely economic standpoint, 
what is needed is country-wide establish- 
ment of many small industries which would 
fill local needs as well as compete in the 
broader markets. Ideally, there should not 
be a preponderance of either heavy durable 
goods plants or consumer goods industries. 

National prosperity stems from regional 
prosperity and the latter can best be at- 
tained in communities like York, with a 
wide variety of small businesses and _bal- 
ance between industry and agriculture. 
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WNERS of America’s 15-year-old, 

5o-million-dollar diaper renting in- 
dustry face the future with confidence be- 
cause of two certain things: ‘There will 
always be babies and the babies will always 
need diapers. ‘The diaper renters work 
happily with the wash, which returns a 
profit estimated at 8 percent of revenue, 
in cities of 100,000-and-over population in 
the land. 

The diaper renting industry was born in 
the early 30’s during the depression. A 
worried Chicago bond salesman named AI- 
bert Lau looked about for a business requir- 
ing no great investment. A friend suggested 
renting clean diapers. Lau grabbed the 
idea and became a pioneer diaper man. 
He hired six workers, bought three trucks 
and took over a one-story laundry build- 
ing. Inventory: a score of diapers and a 
box of powdered soap per customer. Mrs. 
Lau pitched in. 

The Laus called it The Dy-Dee Wash, 
the Original and Approved Scientific In- 
stitute of Diaper Hygiene. ‘They recog- 
nized the enormously personal factor they 
dealt with—babies. So they put charm 
and personal touch in all dealings. When 
a baby was sick, they telephoned sympa- 
thetic inquiries. They developed an early 
tradition among employes that diapers, like 
the mails, must go through. By November 
1933, Lau’s Dy-Dee Wash showed a 
$20,000 gross annual income, from which 
the Laus made $8000. 

Then word got around that Lau would 
sell his trade secrets and trade name to 
diaper services in other cities—base price 
$150. In Philadelphia, ‘Thomas Jefferson 
Skillman heard about it. He was just out 
of Princeton where he had played varsity 
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basketball and studied geology. He and his 
friend, Philip Foote, Cornell ’32, started 
Philadephia’s Dy-Dee Wash. After 12 
months they had only 50 customers. But 
they're as solid in Philadelphia now as 
Independence Hall. 

Perhaps because of the depression, when 
men strained harder for business ideas, 
the Dy-Dee Wash was established through- 
out the entire country. The company 
names, always expressing the idea, are in- 
clined to cuteness. In Memphis it is 
Tiny Tot Tidiers; in Phoenix, Baby Valet; 
in Atlanta, the Lullaby Diaper Service; in 
Rockford, Tydee Dydee Service, and, in 
Brookline, Mass., Children Incorporated. 

Now there are approximately 300 strictly 
diaper companies along with 100 laundries 
washing diapers as a sideline. Whatever 
they call themselves, they all perform the 
same function. They supply clean diapers 
—usually 80 to 100 per week—at around 
$1.80. Each customer is given a diaper 
container for soiled diapers and usually 
receives two deliveries a week of fresh ones. 


N the usual one-hour washing process 

they are given a strong dose of suds and 
five rinses. After.15 minutes in an ex- 
tiactor, which tosses them around and aids 
quick drying, they are placed for a half- 
hour in tumblers at 180° heat for further 
sterilization and drying. Then they go 
into sorting baskets, and are inspected and 
folded. One girl will fold 14 a minute; an 
automatic folder is now being developed. 

The output of the large companies 
mounts to staggering totals. The Dy-Dee 
Wash of Washington, Inc., founded in 
1933, today launders around 1,400,000 
diapers a month for 4000 individual cus- 
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tomers and 200,000 a month for four hos- 
pitals. There are about 65 employes, 
including one truck driver for hospitals 
and eight for individual customers and 
doctors. ‘They work under sterile lamps 
(which means fewer colds), in a rambling 
one-story brick building a few minutes 
walk from the Capitol. 


HIS concern thinks the average baby 

needs at least 100 diapers a week. They 
recommend tapering off gradually until the 
baby reaches 18 months and is house- 
broken. Once President Roosevelt called 
to order a supply of diapers for a visiting 
grandchild. The President—who thought 
of everything in large figures—was as- 
tounded when told how many diapers a 
baby required. , 

In the industry’s early days they had to 
persuade some mothers to order enough 
diapers to make the operation profitable. 
Now the condition is reversed. Diapers, 
as a result of wartime shortages, are still 
scarce. ‘The Washington company tried 
to persuade 50 old customers, whose babies 
should have been housebroken, to abandon 
the service so it could be extended to new 
mothers. After the appeal, the Dy-Dee 
man said: “I’m glad I used the telephone. 
I would have had my eyes scratched out. 
They hollered at me ‘My baby is just as 
good as anybody else’s baby.’ It was no 
use trying to explain that the younger 
babies needed the diapers more.” 

The Dy-Dee people groan in such mo- 
ments. But they can’t help being happy. 
It proves again getting diapers washed com- 
mercially has become a part of American 
thinking. They recall the navy commander 
who begged diaper service for a vital civil- 
ian employe. The man was needed on a 
Norfolk job. “But he can’t go to Norfolk,” 
the commander said. “He’s having to stay 
home to wash diapers for his baby. His 
wife can’t do it.” 

The diaper wash men are close watchers 
of birth rate trends. They figure that the 
22.7 births per 1000 population won’t last; 
they believe that 1947 and 1948 will bring 
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a decline. When competition among 
themselves comes again they will use more 
advertising and direct mail appeals—and 
cut prices. 

In the past new customers were corralled 
through word of mouth from mother to 
mother. Physicians and hospitals drummed 
up trade. Selling was easy: the mothers 
were simply told that they could rent the 
diapers from the companies for $1.80 a 
week. To do them at home, it was esti- 
mated, would cost $1.30. ‘Thus, the 
mother would save only 50 cents a week 
and have all the backbreaking work. And, 
to boot, diaper washing at home was bad 
for the baby, Few individuals have 
sterilizing equipment, and no baby is im- 
mune to germs or the rash. 

The personal approach which Albert 
Lau first developed in Chicago has been 
universally used. One company hired a 
photographer, offered a photograph of each 
new baby to each new diaper customer— 
but this demonstration of soulful goodwill 
and first-rate promotion flopped because 
his pictures didn’t suit mothers. A later 
effort with photos has been successful. 

Other companies lend customers a fine 
baby-weighing scale during the diaper 
renting period. Many companies use dia- 
per collection and delivery trucks equipped 
with horns that blow the old tune, “Rock- 
a-bye Baby.” ‘This device not only ad- 
vettises the service with a soothing sound 
throughout the neighborhoods but facili- 
tates the work of the drivers. ‘The call, 
sounded in front of an apartment house, 
gives notice to all customers to gather up 
their dirty diapers and rush forth for the 


clean ones. 


OMPANIES see that their drivers are, 
above everything, personable. The 
service itself is so intimate that the drivers 
become recognized individuals in the house- 
holds they serve. One, a father himself, 
relates that his advice is often sought on 
how to quiet squalling infants. (He uses 
a massage of the back and legs.) 
All of them must know how to demon- 
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strate the new kite fold and explain its 
advantages over the bulky three-cornered 
arrangement. One driver warmed up a 
legion ot mothers by amassing a gallery of 
photographs of the babies he served. Above 
the gallery he painted these words: “Tidy 
Didy Folks.” 

Diaper washing is essentially a city busi- 
ness. Small-town people traditionally do 
a lot of their own washing and let the 
results fly from the line. Industry spokes- 
men constantly emphasize that anyone 
wanting to wash diapers commercially 
should establish in communities of 100,000 
or over. Specifically, the National Insti- 
tute of Diaper Services, Inc., says: 

“The character of the area served is 
important. Native-born white-collar fam- 
ilies offer better opportunities for im- 
mediate sale; and where diaper service is 
already established, skilled workers offer 
some prospect as customers, as well as semi- 
skilled workers who are receiving present- 
day high industrial wages.” 


UT’ there are in this rosy business a 

number of hazards to watch. The 
smaller the city the easier it is for women 
to wash diapers at home. This will become 
increasingly so as the production of home 
washing machines grows. Indeed, the 
domestic washing machine stands as the 
biggest threat to the diaper-washing in- 
dustry. (One company offers a machine 
for $29.40 which washes 8 to 10 diapers a 
run.) ‘The extent of the inroads the wash- 
ing machine will make is open to guess. 
Likewise, the disposable diaper—a com- 
parative newcomer to the market—is a 
competitor. And on the aggravation side 
are mothers who simply steal the rented 
diapers. 

One thing, however, fortifies the indus- 
try: it has found a place in the public mind. 
And it is improbable that many women 
will want to shop for diapers and then 
handle them after use, regardless of a 
washing machine. Psychology is deeply 
rooted in favor of the diaper service. 

Congress itself has acknowledged the 
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importance of the diaper 
industry. During the war 
Senator Bridges, Republican 
of New Hampshire, investi- 
gated lend-lease shipments 
of diapers “for the economic rehabilitation” 
of North Africa. Bridges claimed that 
690,000 diapers were sent for use by Arab 
infants—but he suspected that the old 
Arabs used them for turbans. Bridges’ 
office was immediately flooded by letters 
from American mothers, thanking him for 
his stand. 

A remarkable interest in the industry 
has been shown by war veterans. ‘The 
Department of Commerce has prepared a 
pamphlet for them (Form Number 
2-10596) titled “Establishing a Dhaper 
Service.” ‘The industry, through its trade 
associations (American Institute of Diaper 
Services, Inc., and National Institute of 
Diaper Services, Inc.) has literature also. 

It is estimated that to open a service 
for 300 customers with two deliveries a 
week, working 45 hours a week, would 
require equipment costing $14,265 new, or 
$11,850 second-hand. The Department of 
Commerce more optimistically estimates 
that “a smati diaper service” could be 
started on $3000 cash. 

A major capital investment frequently 
overlooked is in supplies. For once-a- 
week delivery, $25 is needed for each new 
customer starting service. This goes into 
diapers, diaper pails and pail liners. On 
twice-a-week delivery, this cost is reduced 
to about $17 per customer. Capital re- 
serve must be considered in cities where 
diaper service has not already been sold 
and delays arise during introduction of the 
business. 

These are nothing more than routine 
problems. ‘Three solid foundations stand 
under the industry: (1) a healthy growth 
has been shown, as follows: 50 million 
dollars volume today; 20 million dollars 
volume five years ago; 1 million dollars ten 
years ago; (2) the extraordinary goodwill 
which the amiable industry shrewdly 
created, and (3) babies must have diapers. 
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/ 
SPoixon Magazine is_ very 


much worthwhile but I disagree 
on using prejudiced and opinion- 
ated articles such as “Unioniza- 
tion of Sinall Business” in Jan- 
uary. We look to Kiplinger for 
facts and interpretation. 

Clark P. Malmo 


Seattle, Wash. 


¢ 

Goin. article, ““The Coming 
Unionization of Small Busi- 
nesses” (January issue) was of 
particular interest to me since 
my activities cover representa- 
tion of approximately 175 com- 
panies in this category. Some 
of these small operations func- 
tion under industry-wide con- 
tracts while others have separate 
agreements. It is inconceivable, 
at times, what little knowledge 
some businessmen have of exist- 
ing rights of employes under 
present statutes, with respect to 

organization. 
George A. Ley, 
Labor Relations Consultant 

Pittsburgh, Pa. 


C 
Se: received the first issue 


of your magazine. It was a 
nice, neat accumulation of news, 
with information, and I had 
made up my mind to subscribe 
for it. Turning through it I 
came to page 31, “The Union- 
ization of Small Business.” That 
one article shows how cock-eyed 
a man can get who lives in the 
atmosphere of bludgeoning labor 
leaders, bloated labor bosses, the 
big-breath boasters of what labor 
is going to do. 

In the first place, if you want 
to know how the country feels 
toward union labor and _ its 
present setup, and you want to 
get right down to facts so that 
you will know the truth and the 
truth that can make you free, 
just look over the last election 
returns of the State of Indiana. 
You don’t need another page to 
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let you know the truth. The 
citizens of this state feel that 
the Washington government is 
a captive government of union 
labor and they voted on that 
issue almost directly. 

Now, Mr. Kiplinger, your type 
of paper does not appeal to that 
type of people. I have a union 
in my shops but I have never 
had a strike and the first effort 
made by anybody to bring in 
the racketeering, high-jacking 
unions, the money unions, and 
the unions that are floating their 
officers in gulfs of wealth—these 
fellows throw them out. 

Fearing that you would propa- 
gate the kind of stuff shown in 
the article on unionization of 
small business, I cannot subscribe 
to your magazine. 

James E. Davis, 
President 
Davis Coffee Shops 
Muncie, Ind. 


if 
©22 You certainly have hit the 
nail on the head in that you 
have brought out certain ideas 
which I don’t like, yet know will 
have to be faced sooner or later. 
I refer particularly to the union- 
ization of small business. My 
business is small and I have 
operated it for 27 years with 
but a minimum of employe dif- 
ficulty. The past year has shown 
some unrest and I cannot feel, 
after reading your article, that 
the future is going to be as 
rosy for me as the past so I 
shall prepare. I have been think- 
ing of a profit sharing plan for 
my employes and believe that 
now is the time to crystalize it 
and make these payments a per- 
centage of profits to be divided 
among them each month rather 
than yearly. 

Dr. James W. W. Walker 
Winter Park, Fla. 


*é 
Ste: In your January issue un- 
der the heading “What Is Small 
Business?” the Department of 
Commerce Small Business Divi- 
sion says it is a whelesaler with 
250 or fewer employes, $200,000 
or less in sales; the Civilian 
Production Administration says 
it is one which employs 250 
or fewer and grosses $250,000 


sales or less. This is a good 
indication of government think- 
ing. What business of $200,000 
to $250,000 can support 250 
employes at wages encouraged 
by our governing fathers? 
Jerome I. Maier 
A. Goodman & Sons, Inc. 
Long Island City, N. Y. . 


< 
St: I think you have done an 


outstanding job in the selection 
of your material, plus the form 
in which it is presented. And 
I think there is no better descrip- 
tion of it than your sub-title, 
“The Changing Times.”” Wheth- 
er we older men of industry 
like it or not, the times are 
changing and are going to con- 
tinue to change, and the smart 
man is the one who will recog- 
nize this fact and know when 
and how to change his way 
of thinking and his method of 
operations. One of my sayings 
over the years has been: “Prin- 
ciples never change, but their 
applications do.” 


Judson Dunaway, 
President 


Judson Dunaway Corporation 
Dover, N. H. 


a 
Sve: found the article, “He 


Dared to Pay an Annual Wage,” 
(January issue) especially inter- 
esting since we are also in the 
same business and are aware of 
the problems of uniform wages 
in the building industry. It 
is possible that the way to lower 
building costs is the effort to 
reduce the lost time through 
weather delays and the cost- 
liness of haphazard methods of 
winter work. 

George W. Lindquist, 

President 

Lindquist Constructi«: “>. 
Dixon, Ili. 





Sts: Your article, “The Man 


Who Loves Elevators,’”’ in Jan- 
uary, dealing with my work in 
preparing specifications and con- 
ducting final tests of new eleva- 
tor installations in Government 
buildings, contains a number of 
errors. 

The man who laid out the 
800 feet-per-minute elevators in 
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the Standard Oil and Empire 
State buildings, New York City, 
was Bassett Jones, not Bassett 
Moore. Mr. Jones, a_ partner 
in the firm of Meyer, Strong 
& Jones, is probably the world’s 
foremost elevator consultant. 

With regard to the State De- 
partment Building elevators, the 
equipment was not picked out 
by former Secretary Hull but by 
the Branch of Building Manage- 
ment, at the time part of the 
National Park Service. The 
undersigned served as consult- 
ant. The elevators cost ap- 
proximately $170,000. 

As to escalators, the statement 
is made that four elevators oc- 
cupying the equivalent area 
would handle only 800 persons 
per hour. This should have 
been 800 per car, per hour, or 
3200—still quite favorable to the 
flight of escalators, which ac- 
commodate 8000 passengers per 
hour. Escalators are indicated 
for buildings up to seven floors 
only where there are a relatively 
large number of persons to be 
handled. In a small seven-floor 
apartment elevators would be 
decidedly more practical. 

John A. Dickinson, 
Chief, Safety Codes Section 


National Bureau of Standards 
Washington, D. C. 


Ky 
> C8 Your attempt to make 


reading matter that allegedly is 
dry easy to read by always using 
the technique of story writers 
is intriguing. Most likely the 
optimum success will be between 
rank and file topics and extremes 
of dryness and entertainment. 
Too much entertainment, even 
if it furnishes accurate and valu- 
able information, may backfire 
from a non-appreciative audience 
which can overlook the value of 
real information. There are 
some people who think informa- 
tion is no longer factual when- 
ever it becomes a pleasure to 
read. There are some people 
who do not know that Mark 
Twain was one of the best ob- 
servers of humanity because he 
mixed his observations with items 
which were utterly funny. 
Alfred Politz 
Alfred Politz Research 
New York, N. Y. 
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0 
Sten he first issue of Kiplinger 
Magazine pleased me immensely. 
I particularly like its underlying 
philosophy as set out under the 
caption, “From the Editor.” 
Your assumptions that “‘business 
practices and procedures, the 
whole social system are not per- 
fect, that they can be improved 
—especially by businessmen 
themselves,” that business is not 
a “holy cause, an end in itself” 
but that “business is a_ useful 
system of getting things done 
for the public, the employes, and 
the owners,” make perfect sense 
and an editorial policy based 
on these assumptions is firmly 
anchored to the truth. The cry- 
ing need of our country is the 
acceptance by every one of the 
ideal of service. 
J. H. Peters, 
President 
First National Bank 
Loveland, Colo. 


S 
PUB Here in the west there 


has been a thought in my mind 
for many years. It has to do 
with ways and means of aiding 
the small farmer and the renter 
or crop sharer. My idea is not 
socialistic. But I have known 
what some union leaders for 
instance do not know, that the 
source of stability in this na- 
tion surely rests upon. the 
shoulders of full production. 
Methods as employed today are 
one of the crimes of our poli- 
tical system. 
W. B. Brewster, 
Real Estate Broker 
Sacramento, Cal. 


& 
GPescom our client, the Stan 


dard Oil Company of New 
Jersey, I have a letter reading 
in part as follows: “In the cur- 
rent issue of the new Kiplinger 
Magazine, a story rounding up 
oil companies’ cost of living 
bonuses contains some nice ref- 
erences to Standard Oil Com- 
pany of New Jersey and one very 
incorrect statement. The Com- 
pany does not have an escalator 
clause in its wage agreements 
that provides for reopening of 
negotiations when the cost of 
living index goes up a certain 
number of points each quarter. 


It is the long established policy 
of Standard Oil Company of 
New Jersey to look at the cost 
of living aspects regularly, and 
there really is nothing new in 
the practice of trying to keep 
wages abreast of living costs.” 

A. G. Newmyer 
Arthur Newmyer & Associates 
Washington, D. C. 


+ 
SS: For many years I have 


been interested in ad-less pub- 
lications. I am especially pleased 
at your statement, “Note that 
it has no advertising and never 
will have.” A magazine with 
such a policy can exert tremen- 
dous influence on other maga- 
zines which might duck un- 
pleasant facts. 

Nelson Poynter 
Washington, D. C. 


* 
St: I would like to see an 


article with reference to a wage 
plan whereby the employes have 
a guaranteed annual salary, plus 
a profit participation applicable 
to a business such as ours. We 
are retail furriers and our busi- 
ness is seasonal. In our work- 
room we have season layoffs that 
do not work out too well as 
we do not always get back our 
entire crew at the start of each 
season. 

Lucian S. Granckowiak 
South Bend, Ind. 


KS 
Sts: I don’t read magazines— 


I scan them. If I get one idea 
in six months, it’s a good invest- 
ment. From your first issue I 
tore the perforation on “Point 
of Information” and sent for 
the U.S. Government Manual 
and made a notation of the Pub- 
lic Inquiry Division of the U.S. 
Information Service. 

George N. Danforth 


Spear & Staff 
Babson Park, Mass. 


Si: We have just now glanced 


through the first issue of your 
magazine. What is the rate for 
a life subscription? 
David Giesser, 
Treasurer 
Dix Heel Corporation 
Rochester, N. H. 
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THE VERSATILE 
And Forgetful 


PROPRIETOR 


HROUGH one quirk or another the 

U. S. government has gradually taken 

on a role that must make the Founding 

Fathers whirl in their graves—that of owner 

and operator of hundreds of businesses 

from multi-million-dollar steamship lines 
to rum distilleries and pants plants. 

In fact, Uncle Sam has a finger in so 
many ventures that he recently dug up one 
he’d forgotten for 12 years. It happened 
this way: Congress got wind of a U. S- 
owned corporation which had never had a 
government audit or, stranger yet, sought 
an appropriation. Finally tracked down, 
its manager told al!. 

Back in 1934 Tennessee got a $300,000 
federal relief grant. Most states got such 
funds, spent them, and forgot. Not Ten- 
nessee. It had directors of the TVA form 
a cooperative which used the federal grant 
as a revolving fund to start smaller co-ops 
among ‘Tennessee and North Carolina 
mountaineers. The corporation stock was 
then registered in the name of the U. S. 
‘Treasury. 

The directors soon retired to private life, 
but the Tennessee Valley Associated Co- 
operatives, Inc., went on serenely financing 
flour mills, canneries and even a retail shop 
in New York to peddle pottery and hooked 
rugs made in the hill country. When dis- 
covered in 1946, T'VAC member co-ops 
were taking in a million dollars a year. Con- 
gress is now wondering what to do about it. 

Most of Uncle Sam’s businesses weren’t 
designed to compete with private enter- 
prise, but simply to fill gaps private enter- 
prise couldn’t or wouldn’t fill. 

When the Virgin Islands headed for the 
economic rocks, the U. S. stepped in. Its 
Virgin Islands Co. owns sugar plantations, 
an electric power system, a rock quarry, 
slaughterhouse, poultry farm, meat market, 
schooner and 12 old slave villages. But the 
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company’s biggest money-maker is rum, 
distilled and sold under the “Government 
House” label. 

A fleet of obsolete towboats and barges 
plying the Mississippi belongs to Uncle 
Sam as proprietor of the Inland Waterways 
Corp. This venture began in 1924 to pro- 
mote river transport to a point where pri- 
vate outfits would want to move in on it. 

Federal Prison Industries, Inc., keeps 
federal convicts throughout the nation busy 
making canvas duck for mail bags, clothing, 
tables, desks, chairs, brooms and files (the 
stationery type). It also runs an orchard 
and cans the fruit. Most goods are sold to 
other government agencies and so don’t 
compete with private firms. 

Rex Tugwell’s subsistence homesteads, 
created to put stranded communities back 
on their feet, left a herd of white elephants. 
Among other things the government has 
been getting rid of a carpenter shop, trailer 
factory, loom building and pants factory. 

Many wartime U. S. enterprises linger 
on. When last heard from, the U. S. Com- 
mercial Co. was still growing vegetables in 
the South Sea Islands and milking cows on 
Guam to help supply the Pacific Fleet. 

Congressmen can keep track of the big 
operations, like the fact that the Maritime 
Commission owns the American Presi- 
dents steamship line, that ‘T'VA makes and 
sells fertilizer, and that the Interior De- 
partment has a world monopoly on the 
production and sale of helium. But Uncle 
Sam’s smaller ventures drive the legislators 
and government accountants wild. 


HUS the U. S. Spruce Production 

Corp. Set up three months before the 
Armistice in 1918 to log spruce needed for 
plane making, it never did much business. 
Liquidation started in 1922 but 24 years 
later the company still boasted a president, 
treasurer-comptroller, secretary, clerk and 
chauffeur—to drive the president to work 
in a company-owned car. The War De- 
partment has now taken over the problem 
of finally liquidating this company—but 
the job isn’t finished yet. 
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ACK in 1840 some literary-minded 

girls in the Lowell, Mass., Cotton 
Mills started a little magazine to improve 
their minds. Thus originated the Amer- 
ican house organ which in a century has 
grown into a 5o-million-doilar industry 
within industry. 

What do businessmen get for all this 
money? Most analysts say, “More than 
they used to get, but still not much.” One 
expert is disgusted; about half the money 
is thrown away, he says. Another once 
called most house organs a mixture of “pap 
and paternalism.” But all agree the house 
organ can be worth more than its cost in 
improving public and labor relations. 

In this country and Canada there are 
now 5000 of these company publications, 
all devoted to one of two (or both) pur- 
poses: to stimulate employe loyalty, or to 
woo customers’ dollars. Each month mim- 
eograph machines and presses turn out 40 
million copies—a number four times the 
combined weekly circulation of Life, Time 
and the Saturday Evening Post. 

In trade jargon, the publications are in 
three groups: “internals,” or employe 
magazines; “externals,” or sales publica- 
tions; and combinations of these two. 
Numerically, these are about equal. But 
most companies consider the employe pub- 
lications more important. These are the 
ones which most often fall down. 

Newcomb & Sammons, Chicago pub- 
lic relations experts, have concluded why 
most company organs don’t do a real job 
in employer-employe relationships. Boiled 
down, the essential reasons are:  re- 
luctance to spend enough money on edi- 
iorial talent; insufficient contact between 
management and editors and editors and 
readers; and unwillingness to talk to em- 
ployes about the company. 

The average pay for editors is low— 
$3500 in one large city. And these editors 
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generally must be 
managing editors, 
make-up experts, business editors, rewrite 
men, copy handlers and often circulation 
men rolled into one. Such talent is not 
on the market at that price. 

Ideally, the company editor is the prime 
liaison agent between management and em- 
ployes. But the company editor is often 
insulated at both ends. He has little con- 
tact with either the man who pays him or 
the man who reads his publication. In 
part, certainly, the condition is rooted in 
the unwillingness to hire top editorial tal- 
ent with sufficient confidence to talk up to 
management, with enough editorial sense 
not to talk down to the readers, and with 
enough initiative to get out of the office 
and get the “feel” of the place on all sides. 

But the basic weakness, in every analysis, 
is the failure of most trade publications to 
concentrate on content, to talk straight 
about the company. ‘There are three main 
reasons for this: (1) fear of the Wagner 
Act; (2) a conviction that the average em- 
ploye isn’t too bright and dotes on “Who 
was the blonde Joe Jones was with” items; 
and (3) forgetting that the one thing any 
person is most interested in is the source 
of his bread and butter. 

Free speech, of course, was not abolished 
by the Wagner Act. It only prevents an 
employer from intimidating workers. It 
does not abolish the right to give workers 
economic information or the employer’s 
side in wage disputes. Yet it has closed the 
mouths of hundreds of employers. 

One New York public relations con- 
sultant thinks the first curse of the typical 
house organ is the company lawyer. Peer- 
ing over the editor’s shoulder, this facto- 
tum wags a finger at every word touching 
on labor relations. Management listens to 
the lawyer. Out goes a constructive story, 
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in goes a yarn on dude ranches, worth 
nothing to the company. 

Despite people’s interest in themselves 
and their friends, doubts have arisen over 
the justification of giving 47 percent of 
house organ space to personal chitchat. It 
is certainly true that the 10 percent of 
space allotted to bread-and-butter topics is 
far too small. 

Of this, Ira Mosher, former NAM presi- 
dent, has said: “Take a look at any repre- 
sentative cross section, and 
you'll find that they contain 
everything —everything ex- 
cept any sizable amount of 
information about the pro- 
spects and policies of the 
company itself. Of course 
you will find generalities 
about the blessings of ‘free 
enterprise’ and ivory tower 
messages from a major com- 
pany executive. . . . Only 
rarely—very rarely—will you 
find down-to-earth factual 
information about those 
company plans and policies which deeply 
affect the employe’s security and welfare.” 

In a searching self-examination through 
anonymous questionnaires to 16,000 em- 
ployes, a large Midwest manufacturer 
found that company business information 
was the one type of material its workers 
most wanted. Editorials, in reader appeal, 
placed low. Thus, there was a marked in- 
difference to what the company was think- 
ing but a tremendous interest in what it 
was doing and was going to do. A definite 
relation between employe knowledge of 
the company and employe morale was ob- 
served by Everett Smith of the McFadden 
Publications during a national tour. 

All authorities agree: workers will get in- 
formation somewhere and of some kind. 
Looming now is the virile labor union 
press, with circulation of 15 million, as the 
logical and formidable competitor of the 
house organ. It knows what it wants. It 
says what it means. It withholds no words. 

The extent of misinformation held by 
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the average worker about his company and 
industry in general has shocked many em- 
ployers. Employes were found believing 
that management gets a rake-off on with- 
holding taxes. Many didn’t know that the 
company matched the social security con- 
tribution of each employe, and many did 
not understand and were suspicious of de- 
precjation reserves. 

The experts thus agree that manage- 
ment should meet the challenge with fac- 
tual information. But 
they are split on 
whether union mat- 
ters have any place in 
a house organ. Most 
companies simply ig- 
nore the union’s pres- 
ence. A survey in 1942 
showed only three out 
of 325 even mention- 
ing a union, while an- 
other study made late 
in the war when un- 
ion and management 
generally worked close 
together, showed unions mentioned in only 
17 of 400 publications. This head-in-the- 
sand attitude is not necessarily a reflection 
of anti-union feeling; one automobile man- 
ufacturer with an outstanding labor record 
has consistently ignored the UAW in its 
employe magazine. 

This, obviously, is the field where it is 
easy to transgress the Wagner Act and 
easier still to muddy internal relations. ‘To 
many union men, the very term “house 
organ” suggests the pre-Wagner Act mag- 
azine mouthpiece of the company union 
and the voice of union-busting. 

One notable innovation is The Coupler 
of the Central Railway of New Jersey, 
a company-financed paper operating under 
a joint management-union policy com- 
mittee. When William Wyer, the com- 
pany’s chief executive officer, wanted to 
discuss the Brotherhoods’ demands for 
rule changes—demands which led to last 
year's nation-wide strike—he did so frankly. 
But a statement by the local Brotherhood 
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_ chairman ran in the adjoining column. 
This policy places Joe Sullivan, The 
Coupler’s editor and former AP man, on a 
tightrope, but his formula is simple: “We 
stick to the truth, and if you do that you 
don’t get into trouble.” The Coupler’s 
achievements go beyond that negative vir- 
tue. Management and labor both say it 
has helped to bring the company’s indus- 
trial relations from bad to excellent. 
Another successful joint enterprise by 
labor and management was the Anaconda 
Copper Company’s wartime Copper Com- 
mando. Robert Newcomb of Newcomb & 
Sammons, who edited the paper, regards 
its abandonment in 1945 as a “catastrophic 
mistake.” It was, he said, “the single ele- 
ment in Anaconda communities which had 
the full acceptance of labor.” 
Notwithstanding such mistakes, the fu- 
ture of the house organ seems assured. 


Management shows increasing awareness 
at least of the publications’ potentialities 
and growing willingness to make the out- 
lays. Colleges reflect the interest. Okla- 
homa A. & M. now offers a degree in in- 
dustrial journalism, Columbia offers grad- 
uate work, Rutgers and Western Reserve 
include courses in their extension divisions. 
If management will listen to editors and 
editors heed the experts, quality should 
show a steady rise. 

But the house organ, however fine, can 
only serve as a mirror. If a company has a 
weak sales organization, no magazine can 
save it. If it has a fumbling industrial re- 
lations program the best editor in the coun- 
try can’t bring it industrial peace. The 
house must be in order before the mirror 
can impress anybody. Given that condi- 
tion, a truthful straight-talking house organ 
can do a really important job. 





PERFORATIONS UNDER FIRE 


PERFORATIONS in this Magazine are being challenged by the Post Office Depart- 
ment. The challenge is made under an old-old rule that was originally designed to 
deal with advertising matter, coupons, order forms, other commercial matter, and 
books—to restrict them in second-class mail. The rule is based on the assumption 
that advertising is a necessary pal in the publishing business. 

But now comes a publication founded on the idea that it is possible to deliver 
reading matter only, with no advertising whatsoever, either now or in the future; 
also on the incidental idea that readers should be aided if they want to tear out 
pages of reading maiter for filing, for reminding, or for reference to others. 

But NO, say the postal authorities. For decades they have associated perfora- 
tions with advertising. It is hard for them to stretch their imagination to cover 
new ways of publishing, new journalistic practices of serving readers only. The 
authorities have the privilege under the law of ruling for reading matter, but they 
are geared to advertising in publications, and they prefer the old ways of doing things. 
They hate to adjust a frozen practice to fit the changing times. 

They will let perforated reading matter go third or fourth class, but delivery is 
Slower, and the postal rates are more than five times higher. So we must weigh 
much slower service and greater expense against the value of perforations. 

What do you think of the perforations and their usefulness? Will you write 
us and help us decide what to do on your behalf? Thanks. 


—THE EDITORS 
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SHAKE 


DOWN 


The growing criminal levy on business 





HAT disreputable custom of U. S. 

business life, the shakedown, has out- 
grown its britches. Fattened on war prof- 
its, black marketing and lax civic morality, 
the shakedown rackets move each day into 
new and broader fields. 

Cheap politicians, slick promoters, rack- 
eteers and labor skates have combined to 
fleece small firms and big impartially, and 
pocket a greedy share of the country’s 20- 
billion-dollar yearly crime cost. Nobody 
knows what they get in legal but corrupt 
dodges. 

Right now the big windfall for swindlers 
is provided by “veterans” organizations, 
many of which are being used to bleed 
both the veterans and the public to the 
profit of professional money-raisers. 

No citizen is exempt, and eventually the 
bill for graft, “protection,” phony benefits 
and services-not-rendered is paid by all. 
It’s paid in hard cash, also in higher costs, 
poorer products and corrupt government. 
The record shows that something can be 
done about it. But only if businessmen 
make up their minds to stop being suckers. 
Too many of them are either afraid or 
cynical—the latter type usually being guilty 
of charging graft to “customary business 
expenses.” 

Businessmen can fight the shakedowns 
most effectively if they unite. Ten men 
can be less afraid than one. Virtually 
every community has official organizations 
—such as Better Business bureaus—which 
can show business groups how to fight. It’s 
surprising how fast the shakedown opera- 
tors run when confronted by more than 
one lonely businessman. 

The sad fact is that many businessmen 
accept certain graft as simply a “part of 
the system.” It is only a “part of the sys- 
tem” when its victims permit it. Develop- 
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ment of the shakedown as big business 
emerges clearly from a survey of typical 
U. S. cities, and from a look at Chicago, 
where it has been perfected. Here are 
some examples, which many readers will be 
able to match from firsthand knowledge: 

The Chicago Crime Commission has the 
record of a man we'll call R. Q. Storme, 
who decided to remodel the front of a 
business property. The construction license 
cost $5, but Storme made a mistake: he 
neglected to get his alderman’s “advice” 
on contractors, materials, etc. A plague of 
inspectors settled down, and found he was 
violating a dozen sections of the city code. 
(Any inspector can find such violations 
anywhere. ) 

By the time Storme had paid some fines 
and paid to have others “fixed,” he was out 
$5000 beyond the cost of construction. 
Storme figured this was cheaper than a 
court fight. But he had paid corruptly for 
the right to do business. 

The “boiler-room” shakedown means 
easy money for professional promoters, 
wardheelers and swindlers all over the 
country. The technique is simple: Tele- 
phone solicitors go systematically through a 
“tap list,” usually sending a messenger to 
collect the moment they get someone to 
promise a check for the “benefit” they are 


promoting. 


N Boston, the Better Business Bureau 

revealed how checks for many charity 
affairs are divided: 2214 percent to the so- 
licitor, 33 to 50 percent to the promoter, 
and the remainder, minus light, rent and 
telephone bills, to the charity. One Chicago 
executive reports a dozen calls a year, from 
solicitors who aren’t ashamed to identify 
themselves as aldermen, members of state 
commissions, city officials. 
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Buffalo and other cities have had trouble 
with promoters for “veterans” groups who 
take 50 percent of the gross for “expenses” 
and so percent of the net as profit. 


LEECING of industries by corrupt 
union bosses has become a nationwide 
practice. Joe Fay, New Jersey labor racke- 
teer, is now under federal sentence, for us- 
ing the strike threat to force contractors to 
rent heavy machinery from his corporation. 
The common technique is for the busi- 
ness agent of a local to say to a firm: “Get 
your material from so-and-so; oth- 
erwise, I’ll have to call a meeting 
of your workmen every day in 
the week.” Chicago’s excavating 
business was controlled in this 
way for years; eventually exposure 
and indictment cut down the 
practice. But the Crime Com- 
mission couldn’t get enough sup- 
port from victimized business- 
men to present a case to the grand jury. 
Then there’s big money in the advertis- 
ing shakedown. Promoters work through 
veterans’ publications, labor and foreign 
language weeklies, small local newspapers, 
“business directories,” etc., often using im- 
plied threats of boycott or civic or labor 
pressure. In Chicago, a _ businessman 
named Ross placed a $5.40 ad in a neigh- 
borhood newspaper. He was billed for 
$75, protested, and was told the ad had 
been run for a week. Assuming a mistake 
made in good faith, Ross paid up. He was 
promptly billed again by two foreign- 
language papers, one for $78.40, the other 
for $117.60. This time he was told one 
of his subordinates had approved the ads 
by telephone. He paid up again—and was 
billed for $75.60 for still another ad. 
Then Ross rebelled. Police investigation 
showed that the agency which placed the 
original $5.40 ad controlled all the other 
newspapers, too, and was dunning scores 
of firms for unauthorized advertisements. 
One couple alleged to have made $300,- 
ooo in a year in this way is now under in- 
dictment for using the mails to defraud. 
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Benefit shakedowns are hard to handle 
even when no political backing exists, be- 
cause so many clubs, churches, lodges, etc., 
hire professional promoters. Many cities 
now require that all charities be licensed, 
and that at least 75 percent of the proceeds 
go to the charity involved. 

Even without such regulations, business- 
men can check with reputable local -organi- 
zations before they hand money to un- 
known solicitors. And veterans’ organiza- 
tions, honest labor unions, etc., owe it to 
the community to keep their “benefits” out 
of the hands of crooks. 

The examples given above are 
all varieties of the “shakedown.” 
Big city police make a distinction 
between these operations, many 
of which are within the law, and 
“rackets.” A racket involves the 
threat of violence to extort 
money, usually over a period of 
, time. A shakedown includes the 
extortion of money by any means, includ- 
ing political pressure, threats of labor 
trouble, phony appeals. 

The classic example of how a racket, or- 
ganized by criminals and tied up with 
corrupt politicians and union bosses, has 
victimized a whole industry, is the Chicago 
juke-box business. According to one esti- 
mate, about 75 percent of the city’s 8000 
juke boxes—into which customers put 137,- 
120,000 nickels last year—are controlled by 
the Capone-Guzick “syndicate.” 


HE union is tied in through “Um- 

brella Mike” Boyle’s Local 134 of the 
AFL, International Brotherhood of Electri- 
cal Workers. The syndicate protects the 
union’s right to install and maintain record- 
players; the union can refuse to service any 
machines but the syndicate’s. 

The tavern or restaurant owner who re- 
fuses to use syndicate machines or hire 
union labor to maintain them is likely to 
be visited by city inspectors or police, in 
search of violations. If more pressure is 
needed, the place is picketed; bartenders 
and waiters walk out, union trucks stop 
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deliveries. As a last resort, the license to 
operate may be revoked, the juke box or 
the tavern itself smashed up. 

Practically all of the juke boxes in 
the Loop are controlled by the Century 
Music Company, which is operated by 
Fred Morelli, Democratic Ward Commit- 
teeman. Morelli began his career as secre- 
tary to the late Dennis Cooney, who was a 
stalwart of the syndicate. 

Such rackets are not confined to busi- 
nesses with a natural attraction for crooks. 
Parts of the excavating business, sign manu- 
facturing, the garage business and various 
kinds of contracting in Chicago have been 
at various times in the past taken over by 
racketeers with political and union backing. 
The cleaners and dyers’ industry was “or- 
ganized” by three separate mobs who 
started a price war and put chemicals in 
customers’ garments which destroyed them 
in the cleaning process. Some Chicagoans 
had to send their clothes to Indiana and 
Wisconsin for cleaning. 

Don’t dismiss these as just “Chicago 
stories.” Conditions only slightly less 
shameful can be found in New York, Phila- 
delphia, Kansas City, Newark, Jersey City, 
Los Angeles, Houston and other locali- 
ties. 

What the shakedowns cost America, law 
officials can’t come within billions of telling 
you. ‘There’s no way to add up a bill 
which includes thousands of items like a 
wardheeler’s ten-dollar graft; a union 
agent’s monthly cut from a building con- 
tractor; $10,000 in testimonial advertising 
for an alderman’s birthday; and the income 
from sources like the juke box racket. 


Experts say that in Chicago the total 
probably amounts to half of the city’s an- 
nual crime bill of soo million dollars. 

Many citizens are disgusted but feel 
helpless; they try to avoid getting bitten, 
pay up when they have to, then turn their 
backs on the whole mess. When the 
Chicago Crime Commission asked 10,000 
leading citizens about their contact with 
rackets and shakedowns, less than 600 
answered; the suspicion is strong that many 
did not reply because of fright or apathy. 

This attitude is natural where the police 
are known or suspected to be in league 
with the criminals. But honest policemen 
and businessmen insist that much can be 
done to curb shakedowns and rackets, even 
in a corrupt city. 


HIS has already been proved by many 
Better Business Bureaus, community 

groups, Rotary clubs, and by organizations 
like the Chicago Crime Commission, an 
alert unofficial body, supported by busi- 
nessmen and run by an ex-FBI agent. 

Publicity helps. It puts the spotlight on 
the crooks—and on the police. When 
local police fail, the state’s attorney will 
sometimes act. And many racketeers ex- 
pose themselves to federal indictment. 

It’s shameful that citizens should be 
forced to play one law enforcement group 
against another to obtain prosecution of 
criminals. But much of the blame lies 
with businessmen who pay off rather than 
resist corruption. Sometimes, as in Chi- 
cago, the struggle against the shakedown 
is discouragingly hard. It can be won only 
by collective action of businessmen. 





morale in January “Notes of the Times.” 





A “VOLUNTEER ASSOCIATE EDITOR” in this issue was J]. William Stair of B. M. Root 
Co., York, Pa., who suggested the article on his own city—“A Good Kind of Town To Live 
In.” We're also obliged to Miss Edith M. Laing of the Hilda C. Barringer Co., La Jolla, 
Cal., who gave us the idea for the short article—‘‘A Tax by Any Other Name,” in the Feb- 
truary issue, and to Benge Associates, Chicago management engineers, for the item on employe 
Contents of the articles are our own, of course. 
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SAFETY ON 





The passenger’s position is simple: more protection and fewer statistical claims 
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’ \HE commiercial airlines have been 

plagued by headline-making accidents 
that threaten aviation’s bright hopes for 
the future. But the airline proprietors, 
despite their avowed progressiveness, are 
approaching the safety problem in a mood 
of wait-and-see. 

This does not mean that air safety is 
a small problem which the airlines should 
be expected to lick overnight and single- 
handed. ‘The problem is complicated, ex- 
asperating and—as the airlines constantly 
explain—so tremendously expensive that 
they will need lots of help from federal, 
state and local governments. 

But the inescapable fact is that growth 
of commercial aviation—and profits for 
the airlines—will depend upon better ac- 
ceptance of aviation by the customers. And 
the customers, particularly the potential 
customers, are jittery. Each crash is fol- 
lowed by a big drop in reservations. 

The airlines are taking refuge in ex- 
planation and are harping on one set of 
statistics. ‘Their explanation is that greater 
safety depends upon better airplanes, 
dozens of additional airports fitted with 
the latest equipment, remodeling existing 
airports, adding thousands of trained em- 
ployes, and continuing expensive research. 

The statistics always stressed are that the 
fatality rate last year was only 1.24 persons 
killed for each hundred million passenger 
miles flown—the lowest in seven years. 
And the airlines point out that they made 
this record while flying many more planes 
over almost nine times as many miles as 
they did in 1939 and twice as many as 
they did in 1945. 


These, of course, are facts, and the rec- 
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ord is statistically impressive. But its 
emphasis indicates a past-tense state of 
mind. The airlines are careful to avoid 
any factual presentation of how safe flying 
could—and should—be. And most people 
are not satisfied with such statistical ab- 
stractions as “passenger miles.” 

The traveler reads and hears of crashes— 
last year nine of them taking 97 lives on 
established domestic air routes. ‘This is 
the concrete reality to the man who is 
thinking about buying a ticket. 

He wants to know why planes seem to 
be crashing with unnerving regularity, what 
the airlines are doing to make them safer. 
He is not entirely comforted by the fact 
that the airlines, individually and through 
their 33-member Air Transport Associa- 
tion, spent more than a million dollars 
for research last year, and that most lines 
are losing money or making skimpy profits. 

Of course there is no single cure-all for 
accidents. But there are war-developed 
safety devices which the public believes 
can stand more practical attention from the 
airlines operators. ‘Taken together, and 
used intelligently, these developments can 
certainly reduce air accidents. 


OLONEL Wallace S. Dawson, direc- 
tor of the Civil Aeronautics Board 
Safety Bureau, wants to see a minimum 
of five such safety devices used generally. 
The industry goes along with him theoreti- 
cally, but a preoccupation with costs has 
impaired its capacity for an all-out-do-it-now 
policy. ‘These devices are: 


> Higher intensity approach lights. At 
LaGuardia Field in New York, red neon 
approach lights are used. In foggy or 
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stormy weather pilots can’t be quite sure 
whether these lights—which have low in- 
tensity—mark the field or maybe some- 
thing else. The industry, in cooperation 
with the army, navy, and government 
aeronautics experts, has been working hard 
on approach lighting. 

Because improved high intensity lighting 

is an obvious, accepted, and relatively in- 
expensive safety device, better approach 
lights soon should brighten every airport. 
Already a $95,000 project has been in- 
stalled at Newark airfield which leads pilots 
through the approach zone and into the 
runway by a series of flashing beacons. 
& Fog instantaneous disposal operation. 
Called FIDO from its wartime code name, 
this is a method of dispersing fog by heat, 
usually by burning low-grade oil. 

For commercial purposes, the installa- 
tion of FIDO would come to at least 
$200,000 per runway and after that a min- 
imum of about $45 for every landing, plus 
upkeep of equipment. Areas as large as 
6000 feet long and 200 feet thick have 
been spooned out of dense fog, enough to 
permit a plane to land safely. In London, 
a city which respects fog, plans are under 
way to put FIDO in commercial operation. 
There are no specific plans ready in this 
country. 

& Instrument landing system. ILS uses a 
pattern of radio beams to bring planes over 
the runway on a low approach and set 
them down. By June as many as 100 air- 
ports may be fitted with it. The passenger 
attitude is liable to be: “It’s about time.” 

ILS still has bugs in it. Pilots, who con- 
sider a blind landing something to be 
avoided when possible, will use it sparingly. 
They say there is the possibility of “mul- 


'tiples”—distorted beams which might guide 


a descending plane to destruction. But ILS 
is a useful aid in breaking through low 
ceilings. 

If ILS lowers safe ceiling requirements 
from the present 400-500 feet to 200 feet 
with a half-mile visibility, pilots and _air- 
line officials will be satisfied. ILS could 
alleviate many stack-ups—a_ recognized 
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source of accidents as well as lost pas- 
senger morale. 

& Ground control approach. GCA em- 
ploys radar search sets on the ground to 
give a “movie” of the traffic pattern within 
a 30-mile radius of the field. ‘Three sets, 
borrowed from the Army, are now in oper- 
ation at Washington, New York and Chi- 
cago. The industry is assuming the cost 
of installation, but the Civil Aeronautics 
Administration pays operating costs. ‘The 
Army recently offered 20 more sets to help 
combat accidents. 

The machines do not require extra equip- 
ment in the plane. Ground controllers 
watching the radar scope can direct and 
“talk down” pilots by regular voice radio. 


LTHOUGH fliers are strong for ground 
radar, airline executives have been 
cagey about it. ‘They don’t like to think of 
installing these $175,000 sets at 110 major 
airports. Also, GCA would require a 24- 
hour standby crew of 20 to 30 technicians 
who would be useful “only” at night and 
in bad weather—when, of course, most 
accidents are bred. 

An almost exclusive concern over these 
expenses conceivably has magnified the dis- 
advantages of ground radar to airline execu- 
tives. With nimble sophistry they argue 
that GCA’s efficiency is overbalanced by 
a prejudice on the part of pilots against 
being “talked down” by “ground grippers.” 
Of course any pilot prefers to land on his 
own — but he’s not too proud to take 
help when help is needed. And execu- 
tives don’t deny GCA’s usefulness as a 
supplementary safety-device—which is all 
the pilots ask. 
> Radar in planes. Airborne radar is op- 
posed by the airlines for about the same 
reasons they oppose ground radar—mostly 
monetary. But radar in a plane will warn 
a pilot away from death-provoking storm 
centers and, to some extent, from icing 
areas, and navigate him over a course of 
beacons. 

The Army Air ‘Transport Command, 
which is converting to radar-equipped 
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planes, unofficially reports 80 percent reli- 
ability. The airlines say this isn’t good 
enough for passenger service. But they 
don’t answer the argument that a device 
80 percent reliable as another safety sup- 
plement may be quite comforting to pilot 
and passengers. One airline is spending 
$100,000 a year on airborne radar experi- 
mentation with considerable success, but 
has not installed this equipment in a single 
domestic aircraft. 

Main disadvantage of airborne radar, 
one airline executive has said, is the extra 
attention it requires of a pilot. But 
British planes carry radar sets and a special 
radar operator, even on two-engine jobs. 

A radar set, weighing about 100 pounds, 
costs about $7000 per plane.- Maintenance 
comes to another $2000 a year. The 
weight and space of man and machine 
would eliminate three passenger seats— 
the margin of profit of a flight. The 
airlines maintain that, out of all this ex- 
pense in money and space, radar would 
give no more than seven hours of flying- 
time usefulness a year. 

Of course it is within the 
space of these seven hours, or 
even seven seconds, that air- 
planes hit mountain sides, or 
run into storms, other planes, 
or the ground. ‘The result 
of these mishaps, statistically, 
will be merely an infinitesimal 
increase in the death rate ex- 
pressed in millions of “passenger miles,” 
but the human beings involved will be not 
only dead but also a deterrent to potential 
customers still alive. 

The margin-of-profit argument against 
plane radar is questionable as a pure busi- 
ness argument. ‘The cost of plane radar is 
likely to prove less than the cost of losing 
the business of people who feel unsafe in 
airplanes. 

It is obvious that the airlines cannot 
make money with empty seats. And the 
seats won't be filled until people feel that 
air travel is reasonably safe. They don’t 
think so now and they have reason to 
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believe that at least part of the trouble is 
the purse-mindedness of the airlines. 

There is, perhaps, a special reason why 
the public does not entirely accept the 
airlines’ explanation for their reluctance 
to welcome new safety devices. Members 
of the air fraternity have exploited the 
picture of themselves as eager pioneers— 
brisk, Mercury-winged symbols of the brave 
new world. But on the safety issue they 
have assumed the characteristics which the 
public has always associated with stage- 
coach operators. 

If the airlines are going to attract the 
passenger traffic they want for the future, 
they have got to be out front providing 
sound and conspicuous answers to the 
safety problems of today. | 

With increased air loads, the lines will 
be called upon to crowd many more planes 
into the air, and under worse conditions 
than at present. If they are to be com- 
mon carriers, they must be dependable. 
They won’t be dependable until they lick 
weather. To lick weather they must over- 
come hazards to safety. A 
grounded plane is not only a 
loss in revenue, but also a sales 
argument for its own chief 
competitor—the railroads. 

Adequate safety, to be sure, 
will be difficult and costly to 
achieve. Radar is still imper- 
fect—as was the pneumatic 
brake when first devised. The 
federal government, which presides over 
the airways, will have to pay most of the 
costs of permanent installations that are 
part of the federal airways system. States 
and municipalities, which own the air- 
ports at which the airlines merely board, 
also must chip in on the bill. 

But the airlines will profit in the long 
run. And the traveler expects the airlines 
to take more initiative. He's waiting to 
see a revolution in the airline state of mind. 
He isn’t interested in the improved statis- 
tical safety of flying. He’s reading about 
crashes, and thinking steadily about the 
safety of his own neck. 
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HEN his pen leaked, 

Frank Brown _ tossed 
the deposit slip into the 
bank’s wastebasket and 
wrote another. He hurried 
to the teller’s window without noticing the 
fat man who quickly dug the crumpled 
paper from the trash and grinned. 

Under the printed words, “Deposited 
By,” Frank Brown had written his signa- 
ture. The entries showed that he was 
depositing $840. Next day the fat man 
boldly presented a $500 check drawn over 
Brown’s forged signature. 

Frank Brown’s loss added another sum 
to the estimated 10 million dollars in bad 
checks drained from American businessmen 
every year. Many losses could be pre- 
vented by simple precautions—in Brown's 
case by putting his printed name instead 
of his signature on the deposit slip. 

One way the businessman can avoid 
bouncing checks is to demand proper 
identification of strangers who present 
checks. An army deserter toured the U. S. 
on the proceeds of homemade checks pay- 
able to fictitious persons and drawn by a 
mythical army ofhcer on a non-existent 
bank! Using dime-store blanks he merely 
typed in “THE QUARTERMASTER’S 
BANK, UNITED STATES ARMY.” 
When arrested by the Secret Service in 
Kansas City, he said victims rarely asked 
for identification — the army uniform was 
enough. 

People are usually identified by member- 
ship cards, drivers’ licenses, social security 
cards, etc. But a bad-check artist easily 
can load himself with phony papers. A 
forger easily can go to any social security 
office and get a card in any name he wants. 
Letters are often stolen from mail boxes 
along with checks and are used for fraud- 
ulent identification. Many 
forgers have been caught fol- 
lowing mail carriers and rifling 
boxes within five minutes after 
mail was deposited. Other 
forgers have actually paid small 
electricity bills so as to use 
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the receipt to establish bo- 
gus identities. 

Watch out for checks pre- 
sented by children. The Se- 
cret Service reports more 
boys and girls are being arrested than ever 
before for stealing and forging government 
checks. ‘Too many businessmen believe that 
any check issued by Uncle Sam is as good 
as gold. It is—when properly endorsed. 
A government check or any check bear- 
ing a forged endorsement is worthless, 
yet youngsters cash forged Treasury checks 
almost daily without difficulty. In Pitts- 
burgh, two clothing merchants cashed four 
checks in different names for one boy in 
a single day. The merchants were cited for 
carelessness and one was placed on proba- 
tion for contributing to juvenile delin- 
quency. 

Any signature can be traced, but if 
it resembles lines on a temperature chart, 
a fair imitation of pen scratches is generally 
good enough for a forgery. A highly legible 
signature protects the bank account. Also, 
abbreviations should be taboo in writing 
any check. 

Many firms initial checks for approval. 
Even this was turned into a racket by a 
team which victimized several department 
stores. The fraud began with purchase of 
an $8 cashier’s check. After a store ofh- 
cial initialed the check and sent the holder 
to the cashier, the man took the check 
home, wrote another for $88, forged the 
initials, then returned and calmly collected 
from the cashier. 

For other pointers, see your banker. 
Ordinarily, the bank loses on a forged 
check because payment was not made at 
your instruction. But—if the loss was due 
to your negligence you'll be the loser. Like- 
wise, you lose if you personally honor a 
forged check. If you join the 
thousands clipped by forgers 
every year, don’t blame the 
bank and the police until you 
make sure it wasn’t your own 
fault. A good every-day motto 
is: Check and double-check. 
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THE SQUEEZE ON COAL 


Caught between oil and natural gas, the industry must stabilize itself 





WEST VIRGINIA 
coal operator was 
speaking. As he looked 
out of his office windows 
to the soot-covered 
mountains encircling the 
little city, he said: “We'll 
mine coal as long as it’s 
profitable for us to do so. 
When we can’t make 
money at it, the coal will stay in those 
hills.” 

Perhaps the last will prove to be a proph- 
ecy. For evidence is mounting that the 
day when the bituminous operators can’t 
make money may be near, and the shut- 
downs and close-ups may soon begin. 

Since last winter’s strike the nation’s 
7000 mines have been turning out coal at 
the greatest rate in 20 years—12 to 13 
million tons a week. Now those who have 
been observing the phenomenon are be- 
ginning to wonder how long it will be 
before the market saturates, how long 
before the price breaks. It doesn’t take 
much, they say. Ten carloads shuttling 
around the country looking for a place to 
land can start the downslide. And the 
industry can’t take falling prices. 

Fuel competition is keener than at any 
time in U. S. history and coal’s position is 
precarious. The squeeze on coal is coming 
from two directions primarily: (1) large- 
scale conversion in America’s homes to oil 
and gas, and (2) replacement of coal-burn- 
ing engines by Diesel locomotives on 
America’s railroads. Both trends are gain- 
ing momentum. If the trends continue, 
the coal industry could lose up to 40 per- 
cent of its market. 

Use of coal for home cooking and heat- 
ing has accounted for about a fifth of 
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normal yearly produc- 
tion. In 1946 it was 
considerably higher—158 
million tons out of a 
total 593 million. Even 
before the war, when 
coal was selling at low- 
profit prices, fuel oils 
and gas were making 
deep inroads on the do- 
mestic market. The price differential 
wasn't enough to overcome their advan- 
tages of cleanliness and convenience. Con- 
sumption of heating oil rose from 9g million 
to 121 million barrels between 1926 and 
1941, by which time oil was displacing the 
equivalent of 18 million tons of coal an- 
nually. 

During the immediate post-war period, 
high prices, uncertainty of supply and a 
generally unfavorable reaction toward the 
entire industry made coal’s wobbly com- 
petitive position even shakier. Wholesale 
conversion after last November’s strike was 
staved off only because both supplies of 
gas and oil and equipment for their use 
were unavailable. 

Ample evidence of the public attitude 
toward coal was contained in a National 
Housing Agency report last fall. A survey 
of the type of heating desired for veterans’ 
housing units showed a 73 percent prefer- 
ence for oil and gas. Since the country’s 
housing program calls for construction of 
a million units in 1947 and the average an- 
nual home consumption of coal is 5 tons, 
the industry stands to lose a big part of a 
particularly lucrative new market of 5 
million tons. 

This market is particularly lucrative be- 
cause operators make a higher profit on do- 
mestic coal than on any other type. Work- 


37 


cy 
>. 
, 
> Pa 
t. 
. 3 7 
> ob F 
re 
SS a 
ane 
> . 
~~ ney 
* > 
oe 




















ing by “the bigger the chunk, the higher 
the price” rule, many operators sell their 
smaller coals at below-cost prices, balancing 
the loss with heavy profits on retail sales. 
Home consumption is limited almost 
exclusively to screened coal, and the 
loss of this market is more serious than its 
percentage-of-consumption position would 
indicate. For Pennsylvania’s anthracite 
fields, loss of the market spells tragedy. 


HE railroads are the biggest single in- 

dustrial consumers of coal, surpassing 
even the steel industry. In 1945 they used 
129 million tons, more than one-fifth of the 
total consumption. As it now stands— 
in operation and on the order books—the 
Diesel engine program will cut 20 million 
tons from that total. And if the program 
continues it will eventually wipe out al- 
most the entire market. 

In 1945 and 1946 America’s big rail- 
roads put into service 1014 new Diesel 
locomotives but only 192 steam-powered 
locomotives. At the start of this year, 
the railroads had orders in for 534 more 
Diesels and only 64 more coal-burners. 
Keeping pace with the trend, the American 
Locomotive Company already has spent 
20 million dollars to convert its plants to 
Diesel engine mass production. 

Recently the Pennsylvania Railroad 
announced a 30-million-dollar program to 
replace its through-service fleet of coal- 
burning, steam-powered engines with Diesel 
electric locomotives. Union officials 
screamed that it meant the drying up of a 
market of 2750 tons of coal a day. “Every 
time a steam engine is driven off the rail- 
roads,” said one union spokesman, “twenty- 
two miners are put out of a job.” 

Thus far, the so-called “Pocahontas 
roads”—the Chesapeake and Ohio, the 
Norfolk and Western, and the Virginian 
—whose principal source of revenue is de- 
rived from hauling coal, have stuck to a 
rigid no-Diesel policy. But other big coal- 
carriers throughout the country are replac- 
ing the steam engines on a large scale. 

Applications before the Federal Power 
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Commission for the extension of existing 
natural gas pipelines or the construction 
of new facilities involves a loss to the coal 
industry of a 50-million-ton-a-year market. 
Some government sources estimate that if 
gas were given a free hand it could replace 
the equivalent of 100 millions tons an- 
nually in the near future. 

Beyond this, there is feeling that the 
government, once having allowed the use 
of the Big and Little Inch pipelines, will 
find it difficult to turn off the flow. If this 
proves true, gas and oil pouring west to 
east eventually could usurp half the normal 
coal market. The House Interstate and 
Foreign Commerce Committee is now con- 
sidering a resolution to delay disposal of 
the pipelines for a year because of the seri- 
ous threat their use holds for coal. 

The present export boom in coal is not 
expected to survive 1950. Canadian and 
overseas requirements for the current coal 
year have climbed to a record 42 million 
tons, but this market will slough off gradu- 
ally and fold almost completely once 
European mines get back into operation. 

U.S. mines lost money from 1925 up to 
1940 at the rate of 714 to 51 million 
dollars annually. In the years just before 
the depression they were going bust in the 
middle of history’s biggest boom. Stabil- 
ization through governmental measures in 
the middle 30’s combined later with the 
heavy demands of war production pulled 
the mines into a favorable profit position. 
Net profits hit a peak of 91 million dollars 
in 1943 (still a low figure, considering the 
size and importance of the industry), have 
been dropping steadily ever since. In 1946 
the mines just managed to stay in the 
black. 


ECAUSE of its high costs, coal is de- 
pendent upon large volume for profit. 

But the industry has become stagnant. The 
Federal Reserve Board reports that in 1940, 
industrial production was 67 percent greater 
than in 1920, while coal production was 
ig percent less. In 1944, industrial pro- 
duction was 213 percent greater than in 
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1920, while coal production was up only 
g percent. So that while natural gas and 
oil are winning the economic advantages 
of expansion—lower costs per unit of pro- 
duction—coal finds its costs rising because 
of market shrinkages. 

It is incredible that the coal industry— 
having seen the crush coming on for years 
—has done so little to ward it off. While 
oil interests were researching and experi- 
menting at the rate of 30 million dollars 
a year, coal’s attempts at self-improve- 
ment were spotty, sporadic and inconse- 
quential (the National Coal Association’s 
appropriation for research in 1947 was only 
$447,200). Only in recent months has 
there been any indication that the industry 
is aware of its critical position. 

Now there is feverish activity on the coal 
research front, enhanced by a 30-million- 
dollar government appropriation. (This 
fund also includes research in the use of 
oil shale.) Coal research offices are stepping 
up their investigation of the possibilities of 
developing synthetic gasoline from coal. 
Work is going ahead on “fluid coal’—col- 
loidal fuel, a mixture of oil and coal suit- 
able for ordinary oil-burning furnaces. 

Some companies are working on a proc- 
ess which will produce coal gas under- 
ground by combustion of 
coal veins, eliminating 
mining and shipping of 
ore and a large part of 
mine labor. Other com- 
panies are concentrating 
on mechanical devices to 
improve coal utilization. 

Bituminous Coal Re- 
search, Inc., of Pittsburgh, 
sponsored by both mines 
and railroads, is spending 
2 million dollars on construction of experi- 
mental coal-burning gas turbine locomo- 
tives. Designed to operate at less than a 
third the cost of Diesels, the engines will 
be ready for test in 1948. If successful, 
they could salvage the railroad market for 
coal. But it would be a smaller market. 
The new engines, because of a 25 percent 


March 1947 





efficiency as against a present 414 percent, 
would require considerably less coal. 


EYOND the inherent economic weak- 

ness of the coal industry, its progress 
has been retarded by a stubborn, belligerent 
shortsightedness on the part of the men 
who own the mines and those who work in 
them. Both sides have taken turns at 
clubbing each other mercilessly while al- 
lowing the industry—upon which they both 
depend—to run down at the heels. Despite 
a noticeable change in attitude among 
many large coal companies in recent years, 
the industry is still shot through with 
chiselers and fly-by-night operators who 
skirt safety regulations, haven’t enough cap- 
ital to install modern equipment, and 
handle their labor relations with stupid 
obstinacy. Lately the union’s highhanded 
bludgeoning has almost been a national 
disgrace and has done labor and the indus- 
try inestimable damage. 

In the long run the gravity of the coal 
crisis will depend upon many factors: how 
fast the country burns’ up its other fuel 
reserves, how long it takes the scientists to 
harness atomic power for home and indus- 
trial consumption, whether or not current 
attempts to uncover new uses for coal con- 
tinue and are successful. 
Closer government super- 
vision — as advocated by 
. Secretary of the Interior 
“=x Krug — would influence 
~  coal’s long-term outlook. 

Meanwhile, to survive 
as we know it today, the 
coal industry must find a 
way to stabilize costs and 
insure the consumer low 
prices and certain delivery 
of enough fuel. To fit itself into the 
U. S. industrial pattern, it also must of- 
fer good wages and regular employ- 
ment. But thus far in his pursuit of these 
last objectives in the interest of the 
miners, John L. Lewis's tactics have 
made him the best oil salesman in 
America. 
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PEUJIN coast: 1947STYLE 


Planners make an old dream come true, and a desert soon will begin to bloom 





LWAYS susceptible to land fever, 
Americans fell hard when real estate 
evangelists in the early 1900’s spread the 
gospel about a place in the Pacific North- 
west potentially flowing 
with milk, honey, and 
profits. Thousands of 
hopefuls dug up their 
savings and poured into 
the Big Bend country of 
south-central Washing- 
ton—only to see their 
dreams fade fast. 

The scenery proved 
as superb as the bro- 
chures had said it was. ‘The Rockies 
lay to the east, the Cascades to the west, 
and between them the pilgrim’s mecca— 
a vast plain half tlte size of Massachusetts, 
ringed by the canyons of the Columbia 
and Snake Rivers. But the land itself was 
a tragic joke—a dismal stretch of arid, caked 
soil, blanketed with sagebrush. Mountain 
barriers had wrung dry any moisture the 
plain might have got from air currents of 
the Pacific 300 miles away; rainfall was a 
third to a half what farming needed. As 
for the water of the Columbia River— 
second only to the Mississippi in run-off— 
it might as well have been in Afghanistan 
for all the good it did the soil. 

Today collapsing farmhouses and barns 
remain witness to the desperate dry-farming 
efforts by settlers who long ago gave their 
promised land back to the jackrabbits. 

But now again the great inland desert is 
astir with pioneers, who this time have on 
their side the biggest thing man ever built 
anywhere—the Grand Coulee Dam. _ Har- 
nessing the Columbia’s colossal power, it 
will in time bring “under water’”—make 
suitable for farming—1,200,000 acres of the 
desert, under the Columbia Basin Irriga- 
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tion Project, largest irrigation job in history. 

Benefits will be correspondingly huge. 
Farms for 17,000 families; jobs, both locally 
and elsewhere in the nation, for 85,000 
people who serve the 
farmers’ needs; bigger 
population and_ better 
business for the entire 
state (expected added 
purchasing power yearly, 
83 million dollars; ex- 
pected rise in land and 
franchise values, 217 mil- 
lion); lush sales _ for 
farm machinery and 
other suppliers east of the Rockies, and an 
annual crop worth so million dollars. 

The Coulee project grew out of a con- 
versation in 1918 around a cafeteria 
table in Ephrata, one of the few Big Bend 
towns to survive the early boom. Con- 
cerned about the immense _ wilderness 
around them, Billy Clapp, a lawyer, Gale 
Matthews, a real-estate salesman, and 
Rufus Woods, editor of the neighboring 
Wenatchee Daily World, hit on a breath- 
taking idea: dam the Columbia and pump 
its water onto the parched soil. 

All conservative, middle-class Republi- 
cans, the three men finally were able to 
sell their plan when the New Deal set up 
its public works program in 1933. By 
Pearl Harbor, less than half the generators 
had been installed at Grand Coulee, but 
the high dam itself—nearly a mile long and 
massive enough to have four U. S. Capitols 
imbedded in its surface—was built. 

Wartime power needs pushed aside irri- 
gation problems. Grand Coulee concen- 
trated on getting power to the aluminum 
industry and to the plutonium-making 
atom-bomb plant at Hanford. But well 
before V-E Day government scientists and 
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state college professors, working with rail- 
road men and others from private industry, 
were combing the 1,200,000-acre_ tract. 
They decided where wells should be 
drilied, and fences built; where asparagus 
should grow, dairy cattle feed, and apple 
orchards bloom; where communities could 
be laid out. Most vital of all, they learned 
where water pumped from the Columbia 
would flow. 


UCH tips are now available for pro- 
spective settlers to pore over, but they 
won't be able to apply them before 1948 at 
the earliest. While highways have been sur- 
veyed, railroad spurs put down, and the 
foundations laid for warehouse and re- 
frigeration units, actual irrigation of the 
land—keystone of the project—has not yet 
got under way. 

It will by the end of 1947. The Bureau 
of Reclamation, federal agency in charge of 
the project, hopes then to have ready for 
cultivation 6000 acres at the southern tip 
of the tract near Pasco, if present tight 
construction schedules hold up and if funds 
permit. The last session of Congress ap- 
propriated approximately 34 million dollars 
for the Columbia Basin project. Eventu- 
ally the painstaking work of crisscrossing 
the land with ditches will cost about 250 
million dollars. That is less than half the 
total estimated cost of the entire Coulee 
project, dams and all. 

With veterans and other would-be set- 
tlers breathing down its neck, the Bureau 
of Reclamation admits that 6000 acres is a 


trifle. It promises, with the same qualify- \ priyat®, affair, the go 
\way\a\ program\ by which it is acquiring 
> \ \ | \\ “e' 


ing ifs, to have 400,000 acres ready fo 
farming in 1951. That will start 
the real land rush and bring the 
first major crop output in 1952. 
After that 50,000 mew acres a 
year will be irrigated until the 
clutch of the sagebrush has been 
broken over the entire basin. 

Meanwhile, construction gangs 
under private contract are sweat- 
ing on the first phases of irriga- 
tion. At the dam they are 
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building the huge pumping plant. In this 
plant they are installing six of the world’s 
largest pumps, each with a 65,000-horse- 
power motor. Eventually there will be six 
more pumps. Each pump will lift water 
approximately 280 feet at the rate of 1600 
cubic feet per second out of the vast res- 
ervoir behind the dam. The workers are 
digging the main canal—bigger than the 
Potomac River in size—and the branch 
canals that will carry this water to the 
Coulee lands around the towns of Ephrata 
and Adrian. 

With the construction gangs has come 
a preliminary boom in the Coulee area. 
Part of the boom is temporary, arising out 
of workers’ demands for whisky and beds. 
Part is the herald of long-range prosperity, 
with dealers in farm tools and hotel oper- 
ators in the van. 

There has also been a hint of a boom 
in land values; some of the original 6000 
land-owners are said to have made a pretty 
penny on their investment. Both state and 
federal laws have discouraged widespread 
speculation by ordering the sale of prop- 
erty at “raw land” prices, its value without 
water; a buyer who pays more than the 
government-appraised value will be permit- 
ted to recover the difference via the courts. 

A second federal control forbids delivery 
of water to any individual farm in excess 
of 160 acres—the official maximum for a 
family-size farm. A third rule is that no 
person can own more than one Columbia 
Basin farm. 

\, While 1 aie ea will remain a 
mment has under- 
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private lands at dry-land appraised prices. 
These lands, along with approximately 
50,000 acres of public lands, will be sub- 
divided into economic family-size farms 
and soldat the same dry-land appraised 
prices as water becomes available. Buyers 
of such public lands will have to meet 
certain qualifications, primarily experience 
in farming. Provided he meets this qualif- 
cation, a veteran will have preference. 


HE price of land will vary from about 

$40 an acre for the very best soil, on 
which the most valuable fruit and vege- 
table crops will thrive, to $3 an acre for the 
cheapest soil, suitable mainly for pasturage 
or hardy grains. 

From the first, the settler will have to 
pay the government about $2.60 per acre 
a year for costs of operating and maintain- 
ing the irrigation system. Besides this, 
he will have to pay—starting within the 
first 10 years—a total of $85 per acre for 
the cost of constructing the system. ‘This 
amount will be payable in annual install- 
ments over a period of 40 years. Per year, 
this will average about $2.13 an acre. His 
total charges per acre per year will thus 
average less than $s. 

These low charges will be possible be- 
cause the governmeat will also defray costs 
of construction by the sale of Columbia 
River power. That power is cheap. The 
Columbia holds about 35 percent of the 
potential hydroelectricity of the nation. 
Its power users now pay an average rate 
of 2.5 mills a kilowatt-hour, a rate much 
lower than that paid in any comparable 
area in the U. S. 

Against charges of construction, opera- 
tion and maintenance, the Coulee farmer 
is expected to balance a very sweet profit 
from his crops—if nearby irrigation projects 
with similar physical conditions are any 
criterion. 

The Yakima irrigation project, for ex- 
ample, averages crop values of anywhere 
from $30 to $731 an acre. It has an im- 
mense diversity of crops: 57 percent of the 
acreage is alfalfa and other forage, 18 per- 
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cent wheat, barley and corn, g percent 
peaches, pears and small fruits, g percent 
asparagus and other garden vegetables, 2 
percent apples, 2 percent potatoes, 3 per- 
cent miscellaneous crops including sugar 
beets and hops. And each 100-acre farm 
supports about 22 dairy cattle, 7 farm 
sheep, 21 hogs, a few head of farm beef. 

There will be expert advice a-plenty for 
the Coulee farmer from county agents or 
from the government demonstration farms 
in the Columbia Basin area. But the 
settler will plant what he pleases and take 
advice only as he sees fit, free of regi- 
mentation. 

Eventually the project will give rise to a 
major controversy over that very issue of 
regimentation. 

Because Coulee so far has been in the 
charge of the Bureau of Reclamation, an 
old-line agency dating back to Theodore 
Roosevelt’s time, and because of the part 
private enterprise has played as consultant, 
Congressmen allergic to the mere mention 
of government planning have thus far come 
along amiably. 

But sooner or later advocates of a Co- 
lumbia Valley Authority similar to the 
TVA will clash head-on with those who 
favor giving private enterprise a free hand 
in the project. The present planners are 
saying little of this potential fight, pre- 
sumably on the theory of first things first. 
Their major concern now is the develop- 
ment of what will be one of the most in- 
tensively cultivated areas in the U. S. 


RRIGATION farming is the nearest to a 
sure thing in American agriculture. It 
reduces the natural risks of farming to the 
lowest possible point. ‘The sun can be so 
hot it kills jackrabbits, but fields and 
orchards ribbed with canals will not wither, 
and drought ceases to be a menace. 

As the biggest irrigation-farming job of 
all time, Coulee will present the U. S. 
with one of its richest agricultural assets. 
It will also set an example elsewhere in the 
West for reclaiming millions of acres 
now arid but potentially rich. 
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A WAY TO COOPERATION 


Cleveland engineer has an idea for insuring responsible teamwork in government 





ROM now until January 1949, serious 

citizens will be much concerned about 
the progress of a shotgun marriage in 
Washington. The union—if it can be 
called that — between President Harry S. 
Truman (Democrat) and the 80th Con- 
gress (Republican) has been decreed by 
the voters and the Constitution of the 
United States, and now is being put to a 
hard test under the toughest possible polit- 
ical conditions. 

The relationship thus far is one of tenta- 
tive cooperation and wary goodwill. But 
the whole nation knows that each is carry- 
ing a club. Will they drop the amenities 
and start bashing each other's head? If 
so, there is little hope that the U.S. can 
survive the next two years with a national 
policy either worthy or intact. 

In another month or so, when Congress 
no longer can say it’s too busy getting 
things started to worry about internal re- 
forms, two influential citizen groups will 
be goading it toward a plan for policy re- 
sponsibility and action. ‘The groups will 
be in Washington, poking at individual 
members and carrying on a lively press 
and radio campaign. 

They are the National Planning Associa- 
tion and a new organization, the National 
Committee on Strengthening Congress. 

Leading the NCSC is an earnest citizen 
who has been pleading for recognition of 
the crucial truth that national policy issues 
cannot be resolved unless a practical re- 
lationship between Congress and the Presi- 
dent is devised. 

This citizen has special claims to be 
heard because of his personal record and 
his insistence that he has worked out a 
real mechanism for getting this legislative- 
executive cooperation in Washington. 
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The mechanism 
is a Majority Policy 
Committee, sup- 
plemented by a Mi- 
nority Policy Com- 
mittee, in Senate 
and House. Each 
Majority Policy 
Committee would 
consist of the ma- 
jority leader plus 
the chairman of 
each of the major standing committees. 

It sounds simple—and maybe a little 
useless. But Robert Heller, its sponsor, 
is a millionaire management engineer 
not addicted to anything useless. <A 
stocky, painstaking Phi Beta Kappa Har- 
vard graduate, Heller, with 40 associates 
in his firm today, has built up a blue- 
ribbon practice to a point where he now 
can indulge his interest in political science. 

He began to look into the problem of 
Congressional organization a few years ago. 
His work came to the notice of the Na- 
tional Planning Association, a nonpartisan 
organization of big-name leaders in gov- 
ernment, business, labor and agricuiture. 
The NPA asked Heller to submit recom- 
mendations. He did. ‘They were ap- 
proved and published in January 1945, in 
a booklet called Strengthening the Con- 
gress, now known as the Heller report. 

This report generally paralleled the one 
made more than a year later by the Joint 
Committee on the Organization of Con- 
gress (LaFollette-Monroney). Heller tes- 
tified before the Committee and undoubt- 
edly influenced its thinking. 

Heller soon became engrossed in a spe- 
cial phase of Congressional reorganization, 
which opened up into what he thought was 
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a bigger and more excit- 
ing issue—the mechan- 
ism for cooperation be- 
tween Congress and the 
President. This, he main- 
tains, is what real policy 
committees could accom- 
plish: 

Essentially they would 
provide one group in 
each chamber where re- 
sponsibility for action or inaction of the 
dominant party could be placed. 

The Majority Policy Committee would 
actually be the vehicle for the party plat- 
form of the dominant party. The jumble 
of generalities solemnly pronounced every 
four years at party conventions isn’t a real 
varty platform, as every voter knows. A 
party’s real platform is the sum of what 
its leadership in Congress does. 

The Minority Policy Committee would 
similarly fix the accountability of the mi- 
nority party. It would force the miaority 
to present alternative programs. 

These majority and minority policy com- 
mittees, Heller maintains, would strength- 
en Congress, not at the expense of the 
presidency, but relative to its own obliga- 
tions. 

Congress couldn’t lose its corporate iden- 
tity, and the parties couldn’t drop their 
cohesiveness. Nor could the President 
shrug his shoulders over a stalemate and 
say Congress wouldn’t carry the ball. Thus 
the policy committee would draw the Ex- 
ecutive and the Legislature into a working 
relationship. 

These committees, in Heller’s judgment, 
would pick up more prestige as they began 
to function because they would serve 
other purposes besides fixing general re- 
sponsibility. ‘These other functions are: 
& To synthesize divergent interests in 
each house. A top committee is needed 
to balance and integrate local and group 
interests. 
> To install a real fiscal policy. The 
Legislative Reorganization Act of 1946 
calls for a legislative budget, but control 
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over revenues and ap- 
propriations remains di- 
vided not only between 
House and Senate but be- 
tween two committees 
within each house. ‘The 
two Majority Policy 
Committees, getting to- 
gether, could more effec- 
tively lay out and enforce 
a fiscal program. 

Heller’s plea for what his trade jargon 
calls “definitized,” “institutionalized” po- 
licy committees that meet regularly, keep 
formal records, and publish decisions has 
been cold-shouldered by both houses. 

The Senate did accept the recommenda- 
tion of the LaFollette-Monroney Com- 
mittee that policy committees composed 
of members selected in caucus be set up. 
But the present nine-man Republican “ma- 
jority policy committee” includes the chair- 
men of only four of the 15 regular com- 
mittees and is really a form of steering 
committee. 

The House brushed off the suggestion 
entirely. ‘There was fear of the “‘super- 
committee” idea and of “dictatorship,” 
which probably means that entrenched 
members and committees foresaw a threat 
to their influence, and didn’t want too 
much accountability. 

Viewing Congressional reorganization as 
a whole, Heller considers that about 50 
percent of the job has been accomplished 
by the Legislative Reorganization Act. 

The recommendations which he pre- 
viously made, and which the Act generally 
accomplishes, include reduction in number 
of standing committees, additional help 
for members, additional help for commit- 
tees, elimination of riders from appropria- 
tion bills, less detailed appropriation bills, 
strengthening the General Accounting 
Office, salary increases and retirement pay, 
and reporting a legislative budget. 

But about three-fourths of what pre- 
sumably has been accomplished is in the 
first part of the Act, which is merely a 
declaration of intent to adopt certain rules 
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of procedure. This part contains provisions 
for committee reduction, elimination of 
riders, broader appropriation bills, and the 
legislative budget. But Congress can 
change its rules at any time, so there's 
always the possibility that these gains may 
be killed off. 

Additional help for members and com- 
mittees as well as higher salaries and re- 
tirement pay are parts of the Act which 
are laws. 


HE campaign for more reform is pick- 

ing up speed. The National Planning 
Association has backed Heller again by pub- 
lishing a progress report on reorganization. 
And the National Committee on Strength- 
ening Congress is ready to go. 

Heller, without doubt, is nicely suited 
to lead this group. He enjoys the hard- 
ships and the limelight of public service. 
He is not involved in politics. A Repub- 
lican, he’s a mild type and not afraid to 
endorse a competent Democrat. He won 
the support of such varied notables as 
Winthrop Aldrich of ‘The Chase National 
Bank, Clinton S. Golden, formerly of the 
United Steel Workers, James Patton of the 
Farmers Union, and Beardsley Ruml of 
Macy's. 

Further, nobody owns Heller. He has 
personally financed all his studies and 
liberally used the sharp-eyed talent in his 
ofice. Most impressive, he understands 
practical organizational problems. Clients 
of Robert Heller and Associates include 
U.S. Steel Corp., International Harvester, 
Baltimore & Ohio Railroad, Standard 
Brands, Continental Can Co., and Fire- 
stone Tire and Rubber Co. 

From 1935 to ’38 Heller worked on a 
reorganization of U.S. Steel, which is be- 
lieved to be the biggest management ad- 
vising job on record. Some measure of 
the effort he puts into his work was his 
condition at the end of the steel job. He 
was carried on a stretcher to a steamer at 
a New York pier, for a two months’ cruise 
in the South Seas. 

Heller, son of a: Newcastle, Ind., florist, 
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went to Harvard, where he was attracted 
to engineering, accounting, and marketing. 
He decided on a combination of all three 
which, by definition, started him out as 
a management consultant. 

It was the early 20’s, and lots of busi- 
nesses in bad shape were glad to have help 
—particularly if it didn’t cost them much. 
It didn’t, because Heller couldn’t com- 
mand much, and he had to be satisfied to 
be paid off largely in stock. He kept all 
kinds of stock, although they seemed 
worthless, in the same purposeless way that 
some people save string. 

Then came the big boom and Heller 
found himself a millionaire. But having 
been associated so long with so many 
graveyard companies, he cashed in his 
stocks at the peak for bonds, and escaped 
the ravages of depression. ‘Then he ex- 
panded his firm, got the Big Steel com- 
mission, expanded some more, and now, 
at 48, presides over a plush expanse of 
rich oak and leather furniture and thick 
carpets. 

So Heller probably will devote still more 
time and cash to Congressional reorgani- 
zation. He thinks the great obstacle to 
understanding of his mechanism is the 
overzealous elementary civics teachers who 
hammer hard on the “checks and balances” 
theory of American government. Indeed, 
most Americans apparently believe that the 
government isn’t working right unless the 
three branches—particularly President and 
Congress—aren’t on speaking terms. 

This, says Heller, is dangerous nonsense. 
It would make government sterile. An 
independent President and an independent 
Congress, yes—but 
cooperating under 
a dynamic relation- 
ship that will pro- 
duce national pol- 
icy. Congressional 
policy committees 
with fixed respon- 
sibilities could 
make that relation- 
ship possible. 














THE UNCONQUERABLE RAT 





Constant war must be waged on our 140 million insatiable marauders 





UNG from a hook in the warehouse 

ceiling, the side of beef seemed 
safely out of reach. But when the night 
watchman walked in, he blinked. In per- 
fect pyramid formation, a hundred squirm- 
ing rats were inching their way off the 
floor. Finally one rat got to the target 
and gnawed it loose. Down came the 
meat. Avidly the attack force fell to. 

Rats have bedeviled the U. S. ever since 
1775, when first they scurried off a Euro- 
pean ship. The current rat population is 
conservatively estimated at about 140 mil- 
lion, or one for each of us. Both as 
disease-carriers and property-wreckers the 
beady-eyed little rodents present a major 
menace against which science and mechan- 
ical ingenuity must wage shrewd and con- 
stant warfare. 

The nation pays over a half-billion dol- 
lars a year for the involuntary care and feed- 
ing of rats. ‘Their tastes aren’t special. 
They dote on food, soap, paint, shoes, 
clothes, books, rugs, upholstery, mattress 
stufing, and even on wood, lead pipe and 
mortar. ‘They nibble the heads off matches 
and chew electric wiring, often starting 
short circuits. and fires. ‘They mp open 
flour and sugar sacks. ‘They won't eat just 
one potato, preferring to take bites from 
dozens. ‘They invade poultry markets to 
tear the throats of a hundred chickens. 
They’ve been known to gnaw right through 
the hide and into the belly of a live sow. 

Hotelmen figure that each rat on their 
premises costs at least $5 a year in prop- 
erty damage plus untold sums in outraged 
patronage. Store, theater, and especially 
restaurant owners find the cost even higher. 
Factory managers know that few things 
more quickly ruin employe morale than 
the sight and smell of a rat, dead or alive. 

Most vicious of all are the rat’s inroads 
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on the food industry. In a grocery or 
warehouse rats can devour a year’s profits 
in a few nights. In 1946 alone the Fed- 
eral Food and Drug Administration seized 
over 1100 lots of rat-contaminated food. 
Few businessmen like to admit to rat- 
infested premises, but the fact remains that 
these ravenous pirates can and do move in 
the best circles. Increasingly, businessmen 
have learned that active anti-rat campaigns 
pay off not only in reduced property 
damage and fire risks but also in lowered 
insurance rates. In one city where 80 per- 
cent of the old buildings were rat-proofed, 
the fire-insurance rate dropped 5 percent. 
But the kind of anti-rat war waged is 
all-important. Cats and dogs trained to 
ratting won't turn the trick except in in- 
dividual duels. ‘They are pushovers when 
outnumbered by the enemy, be it the black 
(or ship) rat, the Alexandrian (or roof) 
rat, or—the most common U. S. variety— 
the brown rat, alias the Norway, house, 
barn, wharf, or gray rat. The brown rat 
averages three-quarters of a pound in 
weight and 7 to g inches in length, with 
7 inches of tail. The biggest on govern- 
ment record weighed over two pounds. 


XTERMINATION alone is a tempo- 

rary maneuver. ‘The best of the coun- 

try’s thousands of professional extermina- 

tors, in fact, won’t go to work on a building 

unless the owner agrees to rat-proof too. 

Yet only a score of U. S. cities have rat- 
proofing ordinances. 

But despite the lack of civic initiative, 
rat-proofing has caught on. Essentially, 
rat-proofing means preventing the rat from 
getting into the building in any way. 
The cost depends on the building’s condi- 
tion. ‘Those less than 20 years old are more 
rat-proof because of fire-proofing. 
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In rat-proofing the things to do are 
these: generally clean up the premises; re- 
move trash heaps (popular nesting places) ; 
cut tall grass around the building; use 
tight-fitting garbage cans. 


HE next big job: stop all vents. Foun- 

dation walls, if L-shaped, will cffective- 
ly prevent a rat from burrowing into the 
building. These walls should lie at least 
two feet below the surface, especially 
in buildings with wooden floors. If the 
walls aren't that deep, sink corrugated iron 
sheets of 20-gauge around outside walls. 

Use sheet-metal flashings around the 
bases of all outside wooden doors and 
cement around all pipes which penetrate 
walls. Cover with heavy quarter-inch wire 
mesh all drain-pipe openings, sidewalk grat- 
ings, ventilator grills, low windows, chim- 
neys and skylights. Rats can jump two 
feet, zippier rats even three feet. See that 
floor drains fit tight and outside doors close 
with a tight joint. Automatic closing 
devices help. Close off the space between 
joists in double floors or walls. ‘That’s the 
toughest part of vent stopping. 

Indoors, arrange lockers, showcases, re- 
frigerators, bins, boxes and desks either 
tight against the wall or a full foot away. 
Since rats favor snug harbors, a foot-wide 
space is too open for them. For the same 
reason, store food or other enticing items 
on platforms 18 inches above the floor. 

Extermination is a science in itself. But 
the three standard methods—traps, poison, 
and gas—all have their faults. Rats are 
wise to most traps. One exterminator 
swears he’s seen old rats teach their young 
how to spring a standard snap-back trap, 
snatch the bait, and get away. Another 
trap type, the glueboard (same principle as 
flypaper), can be perfectly positioned along 
rat runs, but unless it catches all four 
feet, the rat can usually free itself. 

New and deadlier rat poisons have been 
developed. During the war the Office of 
Scientific Research and Development came 
up with “1080” (sodium fluoracetate), 
which the government still rigidly con- 
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trols. The most potent rat poison yet de- 
veloped, it is so lethal that one pound in 
32 gallons of water can kill over 85,000 
rats. But one-fiftieth of an ounce is also 
fatal to a human being, and there is no 
known antidote. 

That is more or less the trouble with 
other rat poisons. Any poison effective 
enough to kill a rat may also kill cats and 
dogs and play hob with the human diges- 
tive tract. Also, poisoned rats often die be- 
tween walls or in other spots hard to get 
at, and the net result is a smell that lasts 
for days. Furthermore, rats can detect and 
dodge poisons and very quickly build up 
a tolerance to some of them. 

An anti-rat weapon akin to poison is 
germ warfare. One of these biologicals in- 
duces a sort of contagious typhoid fever 
among rats. All must be used with ex- 
treme care, though presumably not fatal to 
human beings. 

The use of gas helps particularly in flush- 
ing rats out of inaccessible hideouts and in 
destroying heavy concentrations of them on 
ships and docks, in garbage dumps and un- 
der buildings. But care must be taken to 
evacuate all other living things from the 
danger zone and to prevent fumes from 
lingering in closed spaces. 


ERHAPS the most ingenious of newer 
anti-rat devices is a Rube Goldberg- 
like trap developed by Electronic Traps, 
Inc., of Rochester, N. Y. The company 
prefers to rent its product—at about $30 a 
month—rather than sell it because its com- 
plicated mechanism requires experienced 
looking after. Electronic’s wonder is a 
box a foot high, a foot wide, and two feet 
long, with a tunnel running through at 
floor level. The trap is set with the tunnel 
squarely over a rat run. It forms an arch 
so that the rat can see clear through. 
Loving tight squeezes, the victim enters 
the tunnel with no misgiving. But midway 
through, its body breaks an_ electronic 
beam. ‘The electric eye drops the door at 
both ends. ‘The only visible escape is up 
a ramp. A mild electric current on the 
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ramp speeds the rat by tickling its feet. 
It bolts into an “execution chamber,” a 
plate studded with electrodes. ‘These de- 
liver the death shock, the floor drops away, 
the corpse is expelled, and the tunnel doors 
open to lure the next victim. Company 
records show that in the past year 208,446 
rats walked their last mile this way. 

The battle against rats pays obvious divi- 
dends to the businessman and property 
owner. But it also makes sense for the 
community as a whole. Rats are an in- 
calculable and ever-present menace to pub- 
lic health. They threaten not only food 
poisoning, infectious jaundice, trichinosis, 
tularemia and rabies, but also the deadlier 
scourges of typhus and plague. 

Americans lull themselves with the 
thought that the plague, or Black Death, 


went out with the Middle Ages, or that at 
worst it is restricted to foreign countries 
which suffered post-war breakdowns in 
public sanitation. Not so. Since 1900 
there have been 500 cases of Black Death 
in the U. S., with fatalities over 60 percent. 
Most of these deaths occurred in the Pa- 
cific states; during the war infected rats 
were discovered in San Francisco and three 
other Bay cities, and only vigorous public 
health action prevented an outbreak to the 
north to Tacoma, Wash. Signs of the 
scourge have been seen as far east as Kansas. 
And since the plague is caused by a virus 
carried in the fleas, lice and ticks that live 
on rodents, its ease of transmission to 
gentler animals like field mice, chipmunks, 
and squirrels, as well as to man himself, 
constantly torments health authorities. 


tin 
Your Ideas Wanted 


As we have said before, the readers of any publication, and particularly this one, have 


an accumulation of savvy and ideas that ought to be passed around. 
As a “‘volunteer associate editor” you can help in the editing of this magazine. We have 


listed below some ideas “in the works’’ for coming issues. 
What was your experience? 


the same problems or situations? 


Have you run up against some of 


Just check the ideas that strike you hardest, and scribble your comment in the margin. 


Or, if you have the time, write us a full-fledged letter. 


[] Making Money Out of Waste. Reclaim- 
ing by-products has saved some companies 
millions of dollars. A careful check may 
turn up some opportunities in your own busi- 
ness. 


(_] Studebaker: Study in Smart Management. 
From receivership to good business health in 
14 years. 


|] Professional Farm Managers. It’s not 
true in every case, but sometimes a business- 
man can do better with his farm by NOT 
running it himself. 


|} Hugo Goldsmith Did It. The story of an 
annual wage in a business where “‘it couldn’t 
be done.” 


(] Rudeness in Business. In a buyers’ market, 
you can’t treat the customer rough. Here 
are some practical angles on the question of 
employe courtesy. 


Thanks. 


(] Vacations for Businessmen. Hez:: disease 
and nervousness are high in the business 
community. Better take this advice seriously. 


[] The Organized Consumer. Who is he— 
or she? What effect does the consumer 
movement have on business? 


|] Better Packaging Is Better Business. Dur- 
ing the war the Navy showed the way to new 
methods. Maybe some ideas for you. 


[|] Unions for Salesmen. Salesmen have 
been individualists, but now some of them 
are Organizing into unions. 

[] Psychiatry in Business. A nervous break- 
down is not a disgrace. Neither is it nec- 
essary. Psychiatry has ways of heading off 
collapse and saving a good employe. 

(] The Brains of the CIO. Who the think- 
ers are and what they are like. 

|] The Future in Household Servants. Facts 
your wife will want to know. 
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(continued from inside front cover) 


gardless of whether it is big or little. If money isn’t made the business 
dies, and the death of such a business is good, not bad, for it clears the 
way for others who can do the job better. If the business isn’t “‘profit- 
able’ it is usually a sign that it isn’t run right, or that conditions are 
not right, or both. 


Mosr men start businesses to “make money” for themselves, their 
wives, their families. ‘They want to get along in the world, which is 
what everyone wants to do. You can see this driving force best in the 
small enterprises, the small stores, the shoe shine stands, the small repair 
shops, the little factories, the tiny plants along the road or the railroad 
tracks. 

After men acquire a little success and make a little money in their 
businesses, they broaden out. ‘They’ve got to broaden out or go bust. 
They've got to do right by their customers or go bust. ‘They've got 
to do right by their employes, or else the business won’t prosper. ‘These 
are all integral parts of the job of running a business. ‘They are hard 
cold facts, they are musts, and they are materialistic. 

But there’s something more. When businessmen reach a certain 
stage in their careers many of them somehow get the idea, without 
especially reasoning it through, that to run their businesses well is a 
kind of public service. ‘They may squirm a little over the words them- 
selves, nevertheless they feel an urge to contribute to the general welfare. 

OK, do they do it? Do they follow through? Well, many don't, 
but some do, and one interesting point is that those who do usually get 
a bigger kick out of it than out of merely “making money.” ‘The money 
motive doesn’t disappear, but it becomes secondary, or perhaps coequal. 


Tis is as it should be, and it is not starry-eyed to think so. Busi- 
ness, meaning profit, is not the end and objective of life. What is good 
for one business is not necessarily good for all people. ‘The welfare of 
all comes first—or at least the welfare of as many as possible. ‘The funny 
thing about this idea is that over the long pull it, 1n itself, is good business. 
There isn’t any basic clash between business idealism and business success. 
There are enough facts to support an impression that the most success- 
ful businessmen, big and little, are those who feel and practice idealism, 
without talking about it. 

Of course idealism all by itself is sometimes merely a vaporous state 
of mind, filled with the ghosts of good intentions. ‘These are not enough, 
for in order to amount to anything the good intentions must be put to 
work. Some people live in a vacuum, insofar as their outlet and oppor- 
tunities are concerned, but the average businessman certainly lives in no 
vacuum. He has outlet, he has opportunities for doing things that he 
thinks ought to be done. He can use ideas, and also ideals. He is in 
a spot where he really can make contributions to human progress. 
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WHY THIS PAMPHLET? 





ERE is some talk about depression and how to prevent it. There’s no blueprint, 

but there’s a lot of sound advice. And out of the advice, a businessman ought 
to begin to fashion his own plans. That’s what the Economic Council says—the 
Council of Economic Advisers to the President, created by the Employment Act 
of 1946. That is what started us out on this Special Supplement. 

Last December, the Economic Council made its report to President Truman. 
In January the President presented his report to Congress. He added a little 
political embroidery—inserted a few optimistic phrases—but essentially it is based 
on materials the Advisers gave to him. 

The Report talks about the present—employment, production, purchasing 
power, prices, wages, profits. It talks about favorable and unfavorable factors, and 
what the figures show. 

And then it talks about the future. It tells some of the things we all need to 
do to prevent the business slide-off from becoming something worse. It makes 
some recommendations. And it talks about the objectives of maximum production 
and the nation’s “economic budget.”’ 

In all this the Council has no tricks up its sleeve. No magic. No cure-alls. 
But plenty of hard talk about fundamentals. The Report is not very spectacular. 
When it came out, most people said it was a good thing, then yawned and went 
on to something else, because it doesn’t spark any startling new ideas. 

But the Report and the Council are good news. It is good news when Big 
Government talks about the importance of little things—about the relationship 
between each man’s individual actions and the general economic future of the 
nation. It’s like having the local fire chief start emphasizing fire prevention instead 
of spending all his time trying to find a big new fire-engine for use when your house 
is burning down. 

The Report and the Economic Council are big stuff because they represent a 
new approach of Big Government toward the individual business problems of the 
economy. They may be the beginning of a “new orthodoxy” in government 
economic analysis. They may have a great deal to do with setting the pattern of 
economic thinking and government action over the next few years. They may 
lead government and business to cooperate better. And, if they are successful, we 
will all have an easier time of it than we would if we had to go through another 
major depression in the 50’s. 


Can We Preveni 
Depressions? 











WHAT'S IT ALL ABOUT? 





HE job of studying depressions is now in the hands of a sort of economic 

“general staff’’—a group of advisers to the President on production, employ- 
ment and purchasing power. It’s not the first time that the President has had 
advisers, but it is the first time he has had just this kind. This is a new breed— 
without responsibility for a political platform, a departmental program or a bright 
new scheme to make headlines. 

The law itself says that each of the advisers must be “‘a person who, as a result 
of his training, experience, and attainments, is exceptionally qualified to analyze 
and interpret economic developments.” All of the appointees meet these require- 
ments, and not a single one comes from Missouri. 

This new “‘s2neral staff’? is called the Council of Economic Advisers to the 
President. It consists of three economists (one of them a former businessman), a 
staff of only 28 people, including messengers, a set of busy telephones, and a collec- 
tion of offices in the old State Department Building in Washington, across a side 
street from the White House. 

The Council has been given the job of helping the President and Congress 
create an economic climate in which private business can operate without going 
through uncharted storm-cycles of boom and depression. 

Part of the time the Council will act somewhat like the Weather Bureau when 
it gathers reports from its lookout stations and then puts together helpful advice 
on whether the weather ahead looks generally fair or foul—or like the weather 
service for aviators, telling pilots how to skirt a storm or pick up a favorable tail- 
wind. In tackling this job, the Council will do a lot of its own thinking. But it 
will also have at its disposal all the statistics, analyses and “‘best guesses’ of 
government economists, private economists, businessmen, and run-of-mine citizens. 

If the Council is going to do any actual good in the long run, it will have to have 
the ear of businessmen and other groups of private citizens. It will have to listen 
and be listened to. It will have to make sense to the people who actually make the 
millions of economic decisions. 

There is no usable government panacea for depressions. The government can 
influence the economic climate in various ways. But if the business community 
does nothing itself to prevent future depressions, the economy will go on having 
binges and hangovers. 

So the job of preventing depression is for all of us. It’s a give-and-take opera- 
tion. And the Economic Advisers have been hired by the people of the United 
States, through Congress, to help us put together our collective wisdom, to help us 
work our way out of the old pattern of boom and bust. 


ARE DEPRESSIONS INEVITABLE? 





Can We Prevent 
Depressions? 


HE Council believes that deep depressions can be prevented. 

But the Council makes this point: There is no ONE cause of depressions 
and therefore there is no one cure. This idea may not sound startling. But it isa 
sharp break from much economic thinking that has already passed over the dam. 
For more than a hundred years, various economists have tried to tell the whole 
story of economic depressions in terms of some single primary cause: of inventions, 





or crop failures, or weather, or business psychology, or the printing of money, or 
bank credit, or the coinage of gold and silver, or over-saving, or sun spots. 

This one-cause one-cure approach is not such ancient history, either. It has 
been only twelve years since a professor of economics sold a President of the United 
States on the idea that raising the price of gold would bring us out of depression. 

Just as the Council won’t go for the idea of a single cure, neither will it swallow 
the idea that depressions will disappear automatically “if the government will just 
take its hand off business.”” The Council is realistic enough to know that for more 
than a century our economy has periodically run off the track under its own steam. 

The Council’s method is a good deal like that which the engineer uses. Given 
an assignment to do something that has never been done before, his success depends 
upon keeping an open mind. By careful study of everything that is known about 
his problem, he can eliminate certain approaches and can select those most likely 
to succeed. But if he can think of only one way to try it he is usually licked. 

The Economic Advisers look at things as they are, study the way things 
operate, and try to point out where business and government can work together to 
cut down the boomish excesses and thus stave off the bust. 


TROUBLES IN THE PAST 





HY all this talk about a Council and an Employment Act? 

Many people already seem to have forgotten the Great Depression, the 
depression that began in 1929 and lingered even until the preparations for the 
second World War. 

It’s worth remembering that, in early 1933, one person was unemployed for 
every two who had a job. (Compare that with the present when only one out of 
25 is looking for work and that one is usually just changing jobs.) 

In 1933, American corporations closed their books on the previous year with 
an aggregate loss of nearly six billion dollars, more than the entire cost of running 
the federal government at the time. This loss was recorded even after manufactur- 
ers had cut wages one-fifth since 1929 and paid 45 percent less for materials. 

People at the bottom of the economic heap were hit hardest: Farmers and 
farm laborers, unskilled workers, old people and young people with no experience. 
Those were the days of the wandering “‘Okies.”” Those were the days when house- 
hold servants fought hard in many places to get the few jobs that would pay as 
much as $3 for seven days’ work. 

No one escaped. One out of every three college-trained engineers had first-hand 
experience with unemployment. Bond holders and mortgage holders saw their 
incomes dry up. Banks closed. Insurance companies nearly went broke. And 
men who in the 20’s had been the wizards of high finance lost their leadership. 
Some committed suicide by leaping out of skyscrapers. Some died forgotten in exile. 

All this happened within four years of the peak of prosperity, the highest point 
of production and consumption that this country had ever reached. All this within 
the short span of one President’s term in the White House—a term which had begun 
in the golden era of the late 20’s when it became popular around the country 
to think we were riding in a kind of one-way economic elevator that would carry 
us up and up with never a serious drop. And a time when it became very unpopular, 
and even “un-American,” to doubt the doctrine of “‘never-ending prosperity.” 

Although the depression came in one Presidential term, it was not cured in the 
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.-. AND WHAT WE LEARNED 


next one or even the next two. When war broke out in Europe in 1939, we had 
not fully recovered. Ten years. The longest and deepest depression in American 
history. Even in the relatively prosperous year of 1937, we had over seven million 
unemployed—more than at the depth of the depression of 1921. 

The depression of the 30’s was the worst depression in American history, but 
it was by no means the first. The United States had already gone through a 
long period of stagnation in the 1870’s and another, not quite so bad, in the 90’s. 
In the 80 years between the election of Lincoln and the outbreak of World War ii, 
20 “business cycles” can be traced in American economic records—1l1 since the 
assassination of McKinley, and 5 since the end of the first World War. In the eyes 
of some people, “hard times” were almost the normal. 
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ANY people blame the long-drawn-out nature of the last depression on unwise 

meddling by the Roosevelt Administration, and this may be partiy right. 

But, whether it is right or not, the most serious depressions have not been “govern- 
ment made.” 

Actually, great ebbs and flows of business have always characterized the “‘free 
economy” in every country of the world that has had such an economy. A few 
years of good business, often ending in a crisis, then widespread slump. 

The intervals between the dips and peaks have been irregular, and so has the 
severity of the drops. Some of the slumps have been so mild they have been hardly 
recognized as slumps at all, as in 1927-28 when businessmen simply said “business 
is a little slow.” 

These swings of business have not gone unnoticed. There have been frequent 
political uprisings in periods of hard times. Beginning in this country even before 
Shays’ Rebellion in 1786 and running through the Populist and Greenback party 
platforms of the 1870’s-90’s and the William Jennings Bryan campaign of 1896, 
people wrestled with political answers to economic problems. 

It was not until after the slump of 1907, however, that any real political action 
was taken in this country to prevent depressions. In 1914, we replaced our anti- 
quated banking structure with the Federal Reserve System, and thus saved ourselves 
worry over such crises as the “‘gold panic’ of 1907. 

But the depression of 1921 demonstrated that even our modern, up-to-date, 
elastic credit system was not enough by itself to prevent recurrent “hard times.”’ 


So in 1921, Herbert Hoover, then Secretary of Commerce, set a committee to work 
to study the problem of stabilizing employment. Their report is still worth reading. 

No President in our history had ever known so much about business cycles 
and what to do about them as Herbert Hoover when he took office. 

When the slump came he did all the right things. Under his direction, the 
Federal Reserve Board dropped the rediscount rate to attract more borrowers. He 
authorized a public works program costing several hundred million dollars. He 
got some manufacturers to produce goods for inventory and thus maintain employ- 
ment for a few months. 

He got the railroads and public utilities to make heavy new investments in 
plant and equipment in 1930. By 1931 they were a little short of cash, but they 
were ready for a large volume of business. 

And yet, recovery stayed “just around the corner.”’ We had tried. We still 
didn’t have the answer. Instead we had nearly 15 million unemployed. 

Then came 1933 and an exciting new President named Franklin Delano 
Roosevelt. He brought a great deal of theorizing and a great deal of action, and 
frequently not enough connection between the two. Many new methods were 
tried, but after seven years of improvising we still had two million people on WPA. 

Out of the hurly-burly we did learn something, even from our mistakes. We 
learned from the NRA that you can’t create prosperity by encouraging everybody 
to produce less. We learned that the made-work projects and the spending-for- 
the-sake-of-spending somehow weren’t enough to make the economy catch hold. 

The economists also learned a lot about how the economic system works. 
Reams of information that had never been available for study now came spewing 
out of NRA and the other alphabetical agencies. 

People at large began to get an inkling of the truth about depressions: you 
can’t prevent them after they are under way, and you can’t cure them by a series 
of random shots-in-the-arm. 

But, most important of all, the period of the 30’s convinced people that bad 
depressions are clearly “‘bad business,” that they should not be left to fate, that 
something definitely should be done about them in time to do some good. 


THEN CAME THE TNEC 





S a studier of depressions, the present Economic Council has had some notable 

governmental predecessors. One of the most important in the family tree is 

the Temporary National Economic Committee which worked from 1938 to 1941 on 
the problems of our economic system. 

In the early months of 1938, the country was experiencing another business 
slump—the “recession’’ of 1937-38. President Roosevelt expressed concern over 
the “concentration of private [economic] power” in the American business system, 
and Congress created a committee to study the problem. 

The TNEC looked upon its work as something much broader than a study of 
“trust busting.”” Among the first exhibits presented to the Committee were charts 
on “employment lost in depression,” “salaries and wages lost in depression,” 
“dividends lost in depression,” and “national income lost in depression, at 1929 
prices.” 

The TNEC reports gave much attention to the need for sound long-range 
policies, and shied away from emergency make-shifts. The Committee spent a 
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great deal of time studying the harmful effects of freezing prices at high levels 
through bad times as well as good. 

TNEC had not answered the question of how to avoid depressions when the | 
preparations for war put an end to its labors. But it gave Senator Joseph C. 
O’Mahoney, the thorough and tough-minded chairman of the Committee, an 
unparalleled education in economics. It convinced him that much can be done to 
prevent depressions, but also that there is no magic formula. 

The TNEC also had considerable influence on semi-professional thinking in 
this country : the press, some members of Congress, and large numbers of thoughtful 
citizens. ‘The Committee had put great emphasis on the FLOW of goods and money 
through the economic system and on the things that impede the flow. 

There were few observers left who really believed the economic system would 
keep in balance automatically if the government would just leave everything alone. 


... AND THE WAR 


HE government’s strenuous efforts to win the war pushed aside most of the 

work on planning-against-depression. The President put a damper on large 
scale consideration of post-war plans for fear they would detract attention from the 
war itself. 

The Senate and House created special committees to study post-war economic 
problems. Some of the staff work was good; but, as the war intensified, Congress 
paid less attention to these committees. None of the findings were put together 
into a coordinated picture. 

Although no notable anti-depression plans were produced, the war period did 
show two important things. It showed that: 

1. Huge government spending (if it is huge enough) DOES produce full employ- 
ment. Government spending for war produced the highest levels of employment 
and production this country had ever seen, despite the fact that 12 million men 
were taken out of the production system to fight. 

2. Deficit spending by the government can be prevented from causing wild 
inflation. ‘Through price controls, production controls, allocations, etc., the gov- 
ernment did hold the price level in check. 

While these things were being proved, the American people were acquiring a 
stronger and stronger distaste for the means that were used to reach the end. The 
average businessman felt that the regimentation and debt which came along with 
government creation of full employment was too high a price to pay for it, and that 
in normal times other methods must be found. 





THEN THE CED PRODDED BUSINESS 


HE most substantial piece of war-time planning against post-war depression 
was done by a group of businessmen who foresaw the need for jumping into 
Can We Prevent ation as soon as the fighting stopped. 
Depressions? x : . 
This group of energetic and successful businessmen got together and formed 
6 the Committee for Economic Development, now familiarly known as the CED. 








President of the CED, then as now, was Paul Hoffman, president of the 
Studebaker Corporation. Ralph E. Flanders, president of Jones and Lamson 
Machine Company, and now Senator from Vermont, was chairman of the research 
committee. The research committee also included R. Gordon Wasson, vice president 
of J. P. Morgan & Co.; Marion B. Folsom of Eastman Kodak; Chester C. Davis, 
president of the Federal Reserve Board of St. Louis; Beardsley Ruml of R. H. 
Macy & Co.; Donald David, dean of Harvard Graduate School of Business Ad- 
ministration; Eric Johnston, then president of the U. S. Chamber of Commerce. 

The CED did not restrict its work to Washington. Its first job was to “sell” 
businessmen on the idea of advance planning for the post-war period. 

There is no doubt that the CED deserves much credit for the high levels of 
employment that prevailed in the first few months after V-J Day. The fact that 
business actively made ready for future production in those critical months gave 
real underpinning to optimism that had been created around post-war prospects. 

The second job of the CED was research—studies of the many emerging prob- 
lems of price decontrol, taxation, unemployment insurance, contract cancellation 
and international trade. 

The CED economic staff, headed by Theodore Yntema, brought together 
committees of businessmen to dissect the important economic problems and propose 
practical solutions. Most of their recommendations still make good sense. 

But the CED studies did not produce the answers to the knottiest problem of 
all—how to prevent depressions. So the Committee has turned its research mecha- 
nism toward longer-range studies on the business cycle. 

Relations between the CED and the Council are cordial. CED’s fact-finding 
gets funneled into the Council’s economic surveys. ‘This means that the best 
thinking now being done by business minds on long-range economic problems will 
make a continuing impact on the thinking of the Economic Advisers. 


ENTER “FULL EMPLOYMENT” 





HE Administration’s wartime policy was to defer decisions on post-war prob- 

lems. But the widespread popular fears about what would happen when the 
war ended made some sort of action inevitable. In 1944, with the war going rapidly 
in Europe and the Pacific, four Senators dropped a “full employment” bill into 
the hopper on Capitol Hill. 

The Senators were James Murray, of Montana, who had always plumped 
hard for employment measures; Robert F. Wagner, the solid New Dealer from 
New York; Elbert Thomas, of Utah, a former university professor of government; 
and Joseph C. O’Mahoney, of Wyoming, graduate cum laude of the earlier TNEC 
investigation. 

The original full employment bill provided machinery for a continuous study 
of the national economy, and set a figure of 40 billion dollars as the amount of 
investment that should be made in this country every year. The bill provided 
that the government would “‘guarantee” this much at all times. 

Supporters of “full employment” didn’t intend the government ever to spend 
40 billion dollars. They merely wanted the federal Treasury to put out the difference 
between what they believed should be spent by the whole economy (the 40-billion- 
dollar goal) and what was actually being spent by private finance, whether it 
happened to be 34, or 35, or 38 billion. 
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They hoped that the advance study of conditions would actually encourage 
private capital to soak up all the investment opportunities, and thus leave the 
government out. But the possibility of large-scale government spending frightened 
the pants off people and kept the bill bottled up. 

Finally Congress took out the provisions fixing the 40-billion-dollar investment 
figure and authorizing the government to invest the difference between this amount 
and actual private investment. The sections authorizing studies and recommenda- 
tions to this end, designed to maintain high standards of employment, remained. 
With the word “‘full”’ eliminated from the title, the Bill was passed in February 1946. 


THE EMPLOYMENT ACT OF 1946: 





HOW IT ENDED UP 
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HE Employment Act of 1946 emphasizes the ong-range approach to economic 

health. The keynote is long life as a result of regular living . . . avoiding 
violent cathartics by regular eating and regular exercise. The castor oil is handy 
on the shelf, if needed. But the Act provides no automatic remedy to prevent 
recessions . . . and even the castor oil is labeled “‘to be administered only after 
specific order by Congress.” 

The Statement of Purpose in the Act is an unqualified commitment to do 
everything possible to maintain employment, production and purchasing power. 

Ways to cut down the wide swings of the business cycle that have occurred 
in our economic system for over a hundred years are not spelled out. The Act 
merely creates the machinery to work on the problem. This machinery is simple: 
a Council of Economic Advisers to the President, an annual report from the Council 
to the President, an annual report from the President to Congress, and a Joint 
Committee of the Senate and House to study the President’s report. 

Though the Council will have no responsibility for actual legislation, its reports 
may help to make the final Presidential and Congressional programs more consistent. 
Ordinarily, economic measures are considered separately. Tax proposals originate 
with one group. An agricultural program originates with another. A tariff revision 
comes from somewhere else. And the economic effects of social legislation may 
not be considered at all. 

The Council is the only agency of the federal government that is required by 
law to study business cycles and propose something to do about them. Other 
agencies have responsibilities for parts of the problem—the Federal Reserve Board, 
the Department of Commerce, the Bureau of Labor Statistics, the Treasury; in 
fact, almost every office of the government, including the State Department in its 
work on trade treaties and international agreements. But all these activities have 
not made for unity or created a national economic policy. 

The fact that the Council has to work through the President may at first 
glance seem to be an unwise political tie-up, but actually it is one of the plan’s 
chief assets. It will tend to prevent the Council from wandering off into abstract 
studies. The Council must be prepared at all times to work with the Cabinet, for 
the Council has no political strength except what the President sees fit to give it. 
Thus the Council will have to work within the limits of proposals that are politically 


realistic, and the Cabinet may profit by being exposed to a balanced view of the 
nation’s economic problems as a whole. Of course, this means that the Council 
won’t be a paragon of economic virtue to all people on all issues at all times. But, 
making allowance for natural human bias and a reasonable allowance for the 
minimum political needs of an administration in ofiice, we now have better machin- 
ery than ever before to weigh specific interests and determine our general economic 
needs. 
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MEN OF THE COUNCIL 





EET the members of the Council of Economic Advisers. No one of them is a 
nationally known public figure. But each has made a mark in the field of 
econoinics and in Who’s Who gets more than average space for his achievements. 
Chairman is Dr. Edwin Nourse, a tall, gaunt, scholarly gentleman, a native of 
New York State. He has spent 40 years studying the nation’s economic machine. 
Among economists, Nourse is a middle-of-the-roader. He has never been 
identified with that school of thought which would have the government run the 
business show, tell industry what and how much to produce, what wages to pay, 
and what profit it can earn. Neither does he think of the government as a mere 
spectator. He considers the government responsible for creating an atmosphere in 
which business can grow and prosper, and this involves such things as sound tax, 
labor, transportation and anti-trust policies, and taking leadership in developing 
sound understanding of our economic problems. When he talks of avoiding depres- 
sion, he puts the emphasis on action by private business. And he hates to generalize. 
Dr. Nourse came to the Council from the Brookings Institution, world famous 
economic research organization, where he had served as vice president, and as 
Director of the Institute of Economics, since the 20’s. He directed the research for 
such studies as America’s Capacity to Produce and Industrial Price Policies and 
Economic Progress. His book on Price Making in a Democracy, with a subtitle 
How Can Business Leaders Save Private Enterprise, published in 1944, probably 
best reflects his current thinking. 
Leon H. Keyserling, Vice Chairman, is the Council’s most controversial per- 
sonality. He is 39 years old—a product of the New Deal. 
A South Carolinian by birth, Mr. Keyserling finished his law at Harvard in 
1931 and took postgraduate work in economics at Columbia. Then, like many 9 
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another of Felix Frankfurter’s law students, he moved into the government at the 
start of the Roosevelt era. After a few months in the old AAA farm program, he 
became legislative assistant to Senator Wagner of New York, at that time a wheel- 
horse in the Democratic-controlled Senate. 

The young New Dealer, 25 years old when he went with Senator Wagner in 
1933, helped draft such social and economic reform laws as the National Labor 
Relations Act, the Social Security Act, and the National Housing Act (FHA home 
mortgage insurance). 

In 1944, Mr. Keyserling, then general counsel of the National Housing Agency, 
won a $10,000 second prize in the carefully judged Pabst Brewing Co. contest for 
post-war employment plans. Later, he helped prepare the Employment Act of 
1946, which he now helps administer. 

The third member is Dr. John D. Clark, 62 years old, and the only one of the 
three who has had actual business experience. He is a westerner, a native of 
Colorado, who now calls Wyoming his home. When he was named to the Council 
he was dean of the University of Nebraska’s college of business administration. 

His specialty is monopoly, and how to break it up. He calls himself a radical 
on this issue, which he has studied through all his career as a lawyer-economist. 
In 1931 he authored a volume called The Federal Trust Policy. 

Dr. Clark graduated from the University of Nebraska in 1905 and two years 
later left Columbia with a law degree. After practicing law in Wyoming, he served 
as City Attorney in Cheyenne and later was general counsel for the Midwest 
Refining Co. In 1923 he went with the Standard Oil Company of Indiana as a 
vice president and stayed with the company until 1928. His contact with business 
also includes banking, for he has been on the boards of the American National 
Bank of Cheyenne and the Omaha branch of the Federal Reserve Bank. 

Clark is the only member of the Council who has actively participated in 
politics. In 1912, he was a delegate to the Democratic National Convention 
in Baltimore, which nominated Woodrow Wilson for his first term. And in 1941, 
he served as a member of the Wyoming state legislature. This, of course, doesn’t 
add up to much of a political record, unless it is compared with those of other 
Council members. Nourse’s politics, if any, are so slight as to be unknown to his 
colleagues, and he never talks of any party affiliations. Keyserling is a Democrat. 

The Council has built up a small staff of specialists, most of them permanent 
employes, but some on a part-time consultive basis. Robert Warren of the Institute 
for Advanced Study at Princeton is an adviser on financial matters. Another 
consultant is Carl Shoup of Columbia, long an adviser to the Treasury on federal 
tax policy. Wilson Wright, economist with Armstrong Cork, is working with the 
Council on business investments. William Stead, vice president in charge of 
research of the Federal Reserve Bank of St. Louis, is a consultant on resources. 

Assisting the three top Council members are five staff economists, each with 
responsibility for a special field: Donald Wallace, finance; Frederick Waugh, agri- 
culture; Walter Salant, foreign economics; Gerhard Colm, national income; and 
John Davis, labor force. 

It is not a colorful aggregation. The men are not necessarily the most brilliant 
or original thinkers in the country. But the truth is that no three men could start 
out with all the wisdom required for this job. The job requires a professional 
approach, a view of things as a whole. And it requires constant work, patience, 
and the ability to appreciate the ideas of others. These men have the capacity 


to do the job. 


REVIEW OF 1946 





HE Economic Advisers strongly emphasize mass purchasing power in their 

account of what happened to the American economy in 1946. Consumer 
purchasing power, said the Council in its report to the President, was not on as 
secure a basis as it should have been last year. It depended too much on past 
saving and on consumer credit. 

Employment was OK. It was, in fact, higher than ever before in peacetime. 
Civilian employment approached 58 million people—10 million more than in 1940. 
Only two million were out of work, and these were usually just “between jobs.” 

Production, too, reached a peacetime record high point, even though strikes, 
reconversion retooling, materials shortages and other bottlenecks held it back. 

But purchasing power was losing out to rising prices in the fourth quarter. 
The high incomes and plentiful credit which were standard during 1946 provided 
plenty of cash, but its value in goods was too low for future soundness. 

‘The key to the maintenance of purchasing power,” says the Report, is found 
in “‘the relation of wages, prices and profits. . . . If prices are too low in relation 
to wages, they squeeze or eliminate profits, stifling the initiative of business, inter- 
fering with production, and reducing or retarding employment. If prices are too 
high in relation to wages, they restrict the market and reduce employment. .. .” 

“The rise in prices that occurred in the latter half of 1946,” says the Report, 
“greatly reduced the purchasing power of the current incomes received by the large 
majority of the people.”’ 


OUTLOOK FOR 1947 





LTHOUGH the President told Congress in his introduction to the Economic 

Report that our business prospects never have been brighter, his Economic 
Advisers were much less positive. 

The Council foresees the basic problem for 1947 as a question of getting enough 
additional current purchasing power to soak up the 5 percent more goods that 
could be produced this year over last year. Available consumer income was fully 
spent by the end of 1946. Still, the Economic Advisers look ahead hopefully. 
‘In spite of certain conditions that might make for a dip in 1947,” they say, ““we 
believe that courageous and sensible action by those responsible for the adminis- 
tration of private business relations (including labor unions) can at least hold such 
a recession to moderate proportions tf not avert 2.” 

This is about as far as the Council goes, or is ever likely to go, in forecasting. 
It examines the horse as a trainer looking toward a future race rather than that of a 
bookie 30 minutes before the start. It prefers to look ahead in terms of “favorable” 
and “unfavorable” factors. The favorable ones for this year, are: 

& A generally adequate industrial plant and labor supply. 

& Enough funds to finance business expansion. 

& Adequate profit incentives in most lines. 

& Strong and sustained foreign demand. 

& A backlog of deferred and needed public works. 

em Large unsatisfied demand for commercial construction, and for housing, 

automobiles, and other durable goods. 

Among the probable developments which would be classed as “favorable” is 
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the likelihood of a decline in the prices that are most out of line—food, clothing, 
building materials. 

It is “‘more practical and profitable,” says the Council, “to examine weaknesses 
that need corrections.” These are: 

> Too little consumer buying power, because of high prices. Unless prices 
come down soon, consumers will not be able to clear the market of every- 
thing produced in 1947. 

> lear of a drop in consumer demand which might put a check on the needed 
investment in new plants and equipment. 

Possible strikes and labor management strife. If these develop, they could 
discourage long-term investment in new facilities, as well as cause short-term 
losses of wages, profits and production. 

& High building costs. These threaten residential construction “this year or 
soon thereafter.” 

& Shortages of certain basic materials. Although the Report ducks any 
positive answer on whether basic supplies are adequate, it intimates that 
continuing shortages of some materials, such as steel, may prevent con- 
struction from reaching its possible high point. 

This view of the future does not imply a wide break in the price level. While 
the Council doesn’t come right out and say so, it is pretty well implied that any 
price which is more than 50 percent above pre-war levels is suspect. Very few 
prices that have risen around 20 or 30 percent are expected to yield at all. The 
Council is obviously thinking of a lot of little price declines—5, 10, 15 percent. 
The general price level might stabilize by the end of 1947 or 1948 about where it 
was a year ago, lopping off the excesses of the last quarter of 1946. 


HOW TO PREVENT RECESSION THIS YEAR 
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HE main problem for 1947, says the Economic Report, is to work out a better 

balance between wages, prices and profits. The responsibility for wages and 
prices rests with individuals, not with the government. The Report says that no 
blanket recommendations can be made, either for prices or wages. And any adjust- 
ments should be made “with discriminating regard for specific circumstances rather 
than on an over-all national basis.” 

Prices. The Council, in its basic analysis, underscores the importance of 
bringing down prices that are out of line, not only in order to maintain a high 
volume of production but also to absorb an increase of at least 5 percent more 
that should be produced in 1947. 

A flexible price policy is at the root of much of the Council’s approach to 
economic life. So it is not surprising when the Report tells us that right now 
what we need is reduced prices, to bring purchasing power into balance with our 
productive capacity. The Report adds: “If business makes these reductions in a 
timely and orderly way, it will help to sustain markets rather than destroy them.”’ 

On farm prices, the Report diplomatically refrains from labeling them “out 
of line,” but it says that “last year’s exceptional farm prices will fall somewhat.” 
The impression is left that this will not be a bad thing. 

The Report speaks a good word for making some price reductions even before 
the market shows signs of drying up. The action of the Ford Motor Company has 
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already put the advice into practice, so apparently Ford, as well as the Economic 
Council, thinks this is sound long-run policy. 

Wages. Because of the political touchiness of the subject, the Report picks 
its way carefully along the path of wage policy. In the end it comes out against 
general wage increases. The Council acknowledges the need for raises where wages 
have lagged behind the cost of living and for those receiving substandard wages, 
but cites no specific cases. It is obviously referring, however, to such groups as 
teachers, certain office employes, other fixed-salary people, and to workers getting 
less than 65 or 75 cents an hour. 

Large wage boosts for powerfully situated groups of organized labor would 
only intensify some of our present economic weaknesses, in the Council’s estimation. 
There is no question that this refers to steel, coal and auto workers, but for obvious 
reasons they are not identified. 

Government Price Policy. The recommended government program is 
merely supplementary. The Report recommends that the government: 

1. Extend rent controls beyond this June. 

2. Apply the anti-trust laws vigorously. Collusion to prevent price decline as 
markets soften in 1947 is a danger to be guarded against. 

3. Administer government purchases and sales carefully. The government 
should reform some of its sloppy buying habits, placing orders in such a way as 
not to force prices up. A speed-up in the disposal of surplus goods is also suggested. 

Labor Relations. The Report says: ‘““We must .. . solve the problem of 
making necessary adjustments in wages and working conditions without round 
after round of crippling and futile halts in production. . . . Sound collective bar- 
gaining is essential” to achieving the goal of a “permanent high-production, high 
employment economy.” ‘The Council advocates the legislation reeommended by 
the President in his State-of-the-Union message. 





HOW TO AVOID TROUBLE IN 1948 





Housing. The Economic Report says: ‘“We must start as promptly as possible 
a long-range housing program to reduce the cost of housing on all fronts and by all 
desirable methods.” 

The Report warns against accepting the present easy market for houses as a 
permanent situation. 

“The price problem in housing,” it says, “is even more serious than in other 
lines because the gap between consumer income and housing prices is so great.” 
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The recommendations on housing are the best example in the Economic Report 
of a combination of specific analysis and farsighted policy. The Council sees that, 
despite high prices, the rate of home-building may hold well enough to postpone 
the 1947 recession. But continued high costs of construction could eventually 
start a drop in building and touch off a general recession of business, or high con- 
struction levels could be a chief factor in keeping prosperity over the next few 
years—if prices are within reach of buyers. 

At this point, the Report advocates some specific legislation. It recommends: 


& Extending lending powers of FHA and FHLBA. 

& Easier terms on FHA loans to builders of rental properties and owner- 
occupied homes. 

& Federal aid for research into means of reducing the costs of building. Also 
federal aid for studies of local housing markets and city planning. 

B federal subsidies and loans to help cities and towns buy up slum properties 
for redevelopment. 

& Insurance on yield to encourage large investment and insurance companies 
to go into new construction for rent. 

& Federal aid for low-rent public housing programs. 

& Loans for privately built farm and rural housing, and some subsidies to 
deal with rural housing programs. 


& Continuation of NHA to coordinate FHA, FPHA and FHLBA. 


Consumer Credit. The Council’s Report says clearly that “undue extension 
of deficit financing on the part of millions of American families can gravely hurt our 
business system and lead in the end to deficit financing by the Government.” 

The President, however, in his final Report to Congress neatly avoids any 
final recommendations, even though the power to check consumer credit ends with 
the war powers of the President. Apparently the President decided to bow to the 
popular irritations on controls, and simply let the consumer credit balloon float as 
high as it wants to. 

Taxes. In an almost lone voice, the Council recommends against any tax 
cuts this year. No well-managed business, in the Council’s view, would dream of 
paying out every cent it earns in good times or cutting its revenues to the point 
where it could carry nothing as a reserve. 


HOW TO PREVENT TROUBLE IN THE 50’S 
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HE President’s Report, based on the study of his Economic Advisers, does 

not come out flat-footedly and talk about the possibility of a major depression 
in the 50’s. By political standards, the 50’s are still a long way off. But the 
President does preface his long-range recommendations by saying that we need to 
transform “the extraordinary post-war demand that we enjoy today .. . into 
sustained demand.”’ } 

The Council itself goes into the long-range picture more fully, for the Economic 
Advisers see the long-term job as the most important. Concerning the next few 
years, the Council says, “It will be easy to have some years of high production, 
employment and purchasing power without the display of any extraordinary eco- 
nomic statesmanship by leaders of industry, labor, farming and finance.” But 
unless we replace temporary demand with permanent demand based on increased 


mass purchasing power, the economy will not long escape another crash. 

Competition is a cornerstone of the Council’s approach to economic life, and 
the President embodies anti-monopoly recommendations in his Report. Increased 
appropriations for the Department of Justice and the Federal Trade Commission 
are advocated, as well as the extension of section 7 of the Clayton Act to prohibit 
mergers by acquisition of assets as well as through stock control. This prohibition 
does not mean breaking up big companies into little companies. But it does mean 
opposition to any collusion which keeps prices artificially high. 

As far as the Council is concerned, the enforcement of competitive practice is 
more than the usual clap-trap about monopoly. The Economic Advisers see no 
way to keep government out of economic life unless business acts on a competitive 
basis. 

Aids to production: ‘The Council places almost exclusive reliance upon 
business initiative to develop new and better methods of production. However, 
the government should “encourage”’ research and disseminate information. 

There are only two specific recommendations of the President that would 
involve the development of new government functions. One calls for a study of 
ways to make long-term credit and equity capital more available to small bus*ness. 
The other calls for patent legislation to protect the public interest in inventions 
resulting from the expenditure of public funds. 

Much the most important contribution that the government can make, accord- 
ing to the Report, is to participate in “‘nation-wide concerted action to remove the 
fear that demand will periodically be inadequate to absorb maximum production.” 

A long-range tax program should be carried through in such a way as to 
maintain purchasing power of the mass of consum-rs and “help provide work and 
business incentives essential for a high level of production.” As explained in the 
short-range recommendations, the Advisers counsel against tax cuts now, on the 
grounds that we should put our financial house in order while income is high as a 
safeguard against the time when business begins to drop off. 

Social security costs, as they are increased to cover sickness, disability, etc., 
should be paid for in part “‘out of the general budget,” rather than by increasing the 
burden of business costs or decreasing mass purchasing power. In general, the 
President urges that “full consideration” be given “‘to the economic as well as the 
social import of various methods”’ of financing the social security system. 

Public works, the Report says, are not a sensitive enough device to prevent 
minor swings of the business cycle. But careful administration can assure that 
public works will be kept fairly stable. The most important thing is to see that 
the total volume of federal, state and local public works—as a whole—does not 
decrease in times of bad business, and thus add to the general slow-down. 

On agriculture, the Report recommends a kind of approach but no specific 
plans. “The long-range agricultural policy should be based on a principle of plenty 
and not upon the encouragement of searcity.””. But a few weeks after the President 
put his signature to this recommendation of the Council, the government destroyed 
20 million bushels of surplus potatoes, so the pious statement of aims may mean 
little in agricultural policy. 

The Report makes it quite clear that no price support program should be 
considered without at the same time thinking about how production can be diverted 
to the more needed commodities. It warns against “holding the support level for 
any commodity too high.”’ 

On transportation, the Report speaks out for the enforcement of fair com- 
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petitive rates and for the removal of barriers to interstate truck traffic. Both of 
these policies are aimed at a reversal of the dangerous tendency toward breaking 
up the economic unity of the U. S. along state lines. 

Soil conservation, and the rebuilding of croplands, grazing lands and forests 
are favored, though in very general wording. 

Regional development. The government should stimulate production and 
distribution of low-cost hydroelectric energy, flood control and navigation, and land 
drainage and irrigation projects. 

The problem of depressed areas is viewed in the Report as vital to greater 
production for the country as a whole. If, for example, the coal region suffers 
because of inadequate employment opportunities, the total economic system will 
not be able to produce what it could if every laboring man and woman had the 
opportunity to work full time. ‘The Report calls upon the Council for further study 
on how communities in chronically depressed areas can be helped. 

Long-range planning and cooperation. Much more important than any 
of the specific recommendations of the President is the point of view with which the 
Council is approaching the problem of avoiding serious depression in the 50’s. 
The approach is long-range and open-minded. And it is friendly to private business. 

“Continuing policy cannot be extemporized from month to month, or even 
from year to year,” says the Report. “Most policies designed to increase the 
stability of the economy are of long-range character.”’ And again: “The chief 
lesson to be learned [from experience] is that no one device constitutes an adequate 
safeguard against recession or an adequate fighting apparatus against depression. 
All useful devices need to be thought through in advance and blended into a 
consistent program.” 

Government, the Council indicates, should do no more than “help” to prevent 
depressions. It is from this point of view that it offers its advice on price and wage 
policies. They are regarded as an integral part of a program to prevent depression. 
But their effectiveness depends on how much individual businessmen, individual 
businesses, appreciate and cooperate. The Report ends on the note that there is 
time “‘to secure the cooperation of all our citizens in driving toward our common 


goal.” 


HOW BIG BUSINESS CAN HELP 
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HAVE prices and keep volume high. 

This is the gist of the Council’s advice to big business. 

The Council feels that not much can be done to bolster production, employment 
and purchasing power unless the producers in the large-scale industries follow a 
big-volume, low-margin policy. 

In the long run, says Council Chairman Nourse, big business will serve its 
own interests best “by making business-administrative decisions on prices as though 
they were in fact governed by almost automatically operating competitive forces.” 

This does not mean that the full cut in consumer prices should be assumed 
by any one company, or at any one level of the economic system. Parts of the cut 
will have to be spread all along manufacturing and distributing lines, with all 
businesses working equally to maintain the purchasing power of the market. 

Flexible prices pose a challenge. They mean that big business would have to 


get used to keeping a high volume of production in order to break even on operations. 
Dr. Nourse says that if big businesses insist on being able to break even while operat- 
ing at only 65 percent of capacity, then depressions will continue to plague the 
economy. Nowadays, he says, big companies ought to feel comfortable operating 
with an 85 or 90 percent break-even point, and should adjust their policies to fit. 

Dr. Nourse is no big-business-baiter. Neither is any other member of the 
Council. Their approach, as a matter of fact, is the opposite of the attitude that 
has been common since the days of the first anti-trust agitation. They do not 
attack bigness as such. They do not advocate curing “‘administered prices” by 
breaking the big companies into little companies. 

The Council recognizes that in the industries where the bulk of production 
comes from a few firms—maybe no more than five or six—competition does not 
automatically bring lower prices. In these industries, manufacturers can choose 
whether to cut prices or take lower volume. “Price leadership” iscommon. “Wait 
and see what the big boys will do.” 

If big businesses choose to hold prices and let volume slide, recessions cannot 
be prevented, says the Council. Whenever we produce more than consumers can 
buy at prevailing prices, something has to give—either prices or volume of sales. 
If prices and profit margins are shaved all along the line as the markets soften, 
volume can be maintained. 

If prices are held rigid while volume drops away, employment and purchasing 
power go with it. At the beginning, this may look like good business for a steel 
mill, for example, because profits for the time being will be larger than they would 
be if prices were reduced. The loss of purchasing power arising from the lay-off 
of steel workers affects every other industry immediately but it does not involve 
much loss of market for steel in the quarter in which it occurs. 

But if a number of industries follow a policy of this sort, consumption and 
profits are reduced all along the line. The loss of purchasing power resulting from 
lower production ultimately affects all industries. What might have been a localized 
readjustment whirls down into a general recession or depression. And the trend 
may not be reversed before the steel industry has had a number of pauper years. 

That’s why the Council advises big business to allow prices to flex—down as 
well as up. If they don’t, say the Council members, our economy will not be 
able to get along. 


ADVICE T0 SMALL BUSINESS 





i pee Economic Advisers are not primarily concerned in this Report with offering 
advice to small business. They believe that small business does not need to be 
lectured about prices, and most of the advice they have to offer this year is on prices. 

Since it is not playing politics, the Council feels no pressure to make a lot of 
noise about small business. It thinks that the immediate economic problems are 
mainly in the laps of the big corporations. But the consequences and implications 
of the Report are vital to everyone in business. 

It is not must reading for small businessmen, and yet it gives a well-balanced 
and over-all view of economic forces that are likely to hit individual businesses this 
year and next. And, if you think depressions are inevitable, it would be a good 
idea to read the Report to see how much elbow-room there is for turning 1947 into 
an excellent year all-told. 
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Small business won’t go wrong by heeding the storm signals that the Council 
raises. There’s no cause for getting panicky and expecting another 1920-21 depres- 
sion, but it would be well to take precautions and not be caught with too much 
inventory in lines that are likely to soften. And it would be wise not to get caught 
with too-long commitments on orders for merchandise that is not salable in a com- 
petitive market, or to have slow accounts that may turn sour. In other words, it 
will pay to give more attention to the details of business management than you 
had to do in 1946. 

Be sure to think about the Council’s recommendations yourself. Don’t take 
your opinions on it secondhand from a big businessman. Your problems and his 
are not always the same, and so your outlook need not be patterned after his. 

The advice which the Report offers on price policy should have good effects 
on small business, 2f zt 2s followed by big business units. The highly competitive 
fields in which small businesses operate usually take the rap when prices are held 
up in industries dominated by large-scale companies. If big business will follow a 
more flexible price program, says the Council, small business will suffer less. 


CAN THE COUNCIL DO THE JOB? 
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OW that the Council has been in existence for half a year, it may help to 
take a critical look at what it has done and what it can do—figure out a 
balance sheet for it, tot up its assets and its liabilities. 

Its strongest asset is the law which created it. The Employment Act of 1946 
is a firm step in the right direction. An additional asset is that the Act places 
responsibility on the President and Congress. Thus, potentially, it mobilizes the 
whole power of the federal government—to guide and help, not to direct—instead of 
merely a small group of technicians tucked away in a corner of the vast govern- 
mental factory. 

The members of the Council meet the requirements of the Act well. They are 
able economists. They are not politicians. Their very lack of color and “‘brilliance”’ 
is an advantage, for their job is to ferret out the best thinking of the country as a 
whole. 

The Council will not attempt the impossible. It will not, for example, set 
out to eliminate all the little swings of the business system. It will try to hold the 
swings to a minimum, but it does not expect to maintain a completely stable 
economy. It does hope that the big depressions can be prevented by advance 
measures rather than last-minute stopgaps. 

In its first Report to the President, the Council skated on thin ice here and 
there. The members had been on the job only a few months, and they were handi- 
capped by having to learn how to work together, make their studies and present 
their report almost at the same time. 

But granting the difficulties under which the Report was produced, there are 
still too many vapid generalities. On some key subjects, there are probing questions 
to be asked, and the Council hasn’t asked them. For example: Are job oppor- 
tunities in the South expanding fast enough to provide work for those who will 
be displaced by the mechanical cotton picker? When will they be? What is being 
done to keep us an industrial nation after our known reserves of low-cost ore are 
used up? Does the state of our national health bear heavily on our economic 


problem? How great was the educational deficit resulting from the war? Will it 
be made up? When? How? 

When the Council defines its job as that of maximizing consumer purchasing 
power (rather than purchasing power in general), it needs to be watched. Business 
income is also purchasing power and business investment in new plant and equip- 
ment is an important kind of spending. Many people will reeommend methods of 
increasing consumer purchasing power at the expense of business income which 
would have the effect of decreasing business spending more than they increase 
consumer spending. The Council will have to be on its guard here, for its heavy 
emphasis on consumer purchasing power could cause it trouble. 

The Act itself, in setting forth the Council’s job, leaves a gap by not specifying 
that it should look into the pattern and the amount of total national spending. 
The Council has plugged this gap by pointing out that there is a difference between 
“purchasing power” and “expenditure.” In other words, purchasing power isn’t 
automatically spent, and it has to be spent before it can do any good in the economic 
stream. 

The Council cautions businesses against “oversaving,”’ against waiting too 
long to put their expansion programs into motion. Here, it should have gone on to 
point out that consumers can be guilty of “oversaving,” too. The problem is 
particularly important this year. If consumers postpone their own spending too 
long, this will accentuate any recession that develops. 

The Act hands the Council a troublesome problem in the timing of its required 
annual Economic Report to Congress. It is scheduled for the beginning of the 
year, when members of Congress already have taken many of their positions on 
legislation for the coming session. To help them make up their minds, the Council’s 
studies should reach them a few weeks earlier, or perhaps piecemeal, as the studies 
develop. 

The Report as a whole job shows a lack of proportion which makes it almost 
impossible for the reader to determine which parts the Council considers essential 
and which are just good ideas. And the recommendations are presented in a 
hodge-podge. Recommendations that are designed to combat economic fluctuations 
are mixed up with recommendations to increase production. These in turn are 
mixed up with recommendations for social reform. ‘This year’s Report should not 
be taken as a model for future years. 

The Council, to be most effective, will have to take care not to indulge in 
special pleading. In its discussion of the FEPC and federal grants-in-aid, the 
Report appears to strain the economic argument somewhat. ‘This is not to say 
that the measures are bad, but simply that the Economic Council should not exert 
itself to find economic justifications for them. 

Its job is to concentrate on the effects of social reform on the economic system. 
If the Council goes beyond this function, it may undermine its prestige, for there 
is no reason to believe that economists are better judges of the value of any given 
social reform than other citizens. 

The first Report shows that the Council cannot afford to carry on a fight for 
everything it advocates. It must deal with too many subjects—favor and oppose 
too many different kinds of measures—to be able to argue the merits of any one 
proposal ad infinitum. 

The biggest question mark is whether the Council can enlist the cooperation of 
private interests—business, agriculture, labor and consumers. The Advisers have 
no power to demand that anything be done. In terms of immediate action this is a 
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weakness, but it is also the Council’s most important potential strength. The 
business community need not shy away from the Council. It is not out for anyone’s 
scalp. In the task of preventing depressions, each needs the other’s help. 

Some of the most serious criticism of the Council comes from people who 
think that the problem of “‘administered prices” can’t be solved without breaking 
the big companies into little companies. One of the former “‘trustbusters” exploded 
to his friends when he read the report: ““What proof has Nourse that companies 
as large as General Motors, or any other of the 100 largest, are technologically 
necessary? Why under the sun should he suppose that large companies will 
voluntarily give up their power to control prices?”’ 

Other critics will ask whether labor unions will be “reasonable” in their 
demands under conditions of nearly full employment, or whether small businesses 
will “‘see the light” sufficiently to shave their prices before volume actually drops 
away. 

In its favor, the Council has the advantage of being in tune with the popular 
temper. It places reliance on private initiative above the value of government 
intervention. 

Finally, the Council cannot succeed without real Congressional interest in its 
work, real help from Congress. But so far, the Joint Congressional Committee 
has almost ignored the Council’s study. It has not done the job assigned to it by 
law. By studying the Council’s recommendations on rent control, tax reduction 
and long-range housing, the Committee could have gained valuable perspective. 

Congress needs to be reminded, either by the Council or the public, that it is 
now “the continuing . . . responsibility of the Federal Government to use all 
practicable means to promote maximum employment, production and purchasing 
power,” and to utilize “‘all its plans, functions, and resources for the purpose of 
creating and maintaining . . . conditions” under which this goal may be achieved. 

Congress and the public need to be “sold”’ by the Council, and constantly 
reminded that this job cannot be done in an emergency. It cannot be postponed 
until 1950. To be effective, it must have attention now. 
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A LOOK AHEAD 








HE race is on—the race against time—to decide whether, over the neat few 

years, we can make those adjustments in our economy that are needed to 
avert a major depression in the 50’s. 

This is no idle nightmare. A major depression appears on the private charts 
of almost every large corporation that looks five or ten years ahead. Not a little 
recession like the adjustment of 1947 or 1948, but a depression like that of the 30’s 
or worse. Some call it a “possibility.” A few see no way of preventing it. 

If it comes, it will come when we have satisfied the pent-up domestic and 
foreign demands that accumulated during the war. If it comes, it will come because 
we could not discover in time how to maintain demand on a permanently high level. 

The stakes are tremendous. At the very least, they affect the comfort and 
well-being of us all. They involve the prestige and leadership of the United States 
throughout the world. Some say that the whole system of free enterprise is at stake. 

There is nothing in our past economic history to suggest that this smash will 
be avoided AUTOMATICALLY. Every major war has been succeeded at some 
time by a period of prolonged and deep depression. 

The machinery of the Council of Economic Advisers to the President and the 
spirit of the Employment Act of 1946 stand between us and that disaster. But this 
is not a machinery whereby the government, acting alone, will come to the rescue. 
It is a machinery to give leadership in developing an all-together effort to achieve 
our common goal. 

An all-together effort means tremendous responsibility for businessmen and 
labor leaders, for farmers and financiers. The Council sees no way to avoid disaster 
unless it has their cooperation in carrying out programs for action . . . programs 
that private individuals undertake voluntarily. 

It is a new experience to find an agency of government looking so far ahead. 
It is not unusual for a large corporation to look five or ten or even fifteen years 
ahead, but it is a hard thing for anyone in political office to plan much beyond the 
next election. 

The long view that the Council takes will not make friends among politicians 
in Washington. “Don’t borrow trouble” is a fundamental maxim of the politicians. 
The long view imposes an added burden on men who already have too many current 
problems to consider. 

So if nature takes its course, this machinery that has been created may lie 
almost unused. There will always be a tendency to consider its recommendations 
tomorrow, and then on another tomorrow. 
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If people don’t really care whether the Council succeeds or fails, it w Il not get 
enough criticism—favorable or unfavorable—to help it do its job well. 

The Council is composed of human beings who have yet to prove themselves 
in their new function. This year they may have done as good a job as could be 
expected, but it will do more good to be critical, to look at their promise rather 
than to praise their accomplishments. Next year and the year after that they 
must do very much better. 

The Council and its members will deserve acclaim when they have earned it. 
Their mere appointment to office does not entitle them to any ready-made honor. 
Actually there is some danger that people may expect too much of them. All of 
us too easily assume that the “answers are in the book”’ and that all that needs to 
be done is to appoint someone to look them up. 

Once again: no one knows all the answers to the question of how to prevent 
depressions. The Council will do well if at first it merely asks the right questions. 
It will do very well if it gains the cooperation of businessmen and other private 
citizens in digging out the answers—and acting together on them. 

So the Council will need watching. In time, if it fails to get sufficient attention 
from politicians, it may need help. But right now people who are interested in 
seeing that production, employment and purchasing power are maintained all 
through the 50’s need to ride herd on the Council. And they should at least know 
what the Council has recommended that they do. 

Of all those who are interested in the 50’s, businessmen have the most at stake. 
The Employment Act of 1946 is not a labor measure. It is not a law invoking 
salvation-by-government. It is a measure designed to insure the American eco- 
nomic system of a long and healthy life. It needs everyone’s help to make it work. 


IMPORTANCE OF PURCHASING POWER 
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HE Employment Act of 1946 provides for the maintenance of employment, 
production AND purchasing power. 

Therefore it is important to know exactly what the Council means by purchas- 
ing power, for the term is often loosely used. 

Purchasing power, as the Council and most economists use the term nowadays, 
is not just dollars. It is the ability of people to buy goods. It depends not only on 
the amount of money in the pay envelope but also on prices in the market. 

Purchasing power increases whenever money incomes increase without any 
corresponding increase in prices. It also increases when money incomes stay the 
same and prices decline. Put when incomes decrease more rapidly than prices, or 
when prices increase more rapidly than incomes, there is a loss of purchasing power. 

There are many ways in which consumer purchasing power may be maintained. 
Some methods may be good at one time and bad at another. For example, the 
Council rejects the idea that government deficit spending would be a good thing 
this year, even though there may be some recession. Yet at some future time, 
when the economy has less recuperative power than it has this year (because of 
piled-up demands), the Council may quite possibly recommend deficit spending. 

This year the Council is opposed to general wage increases brought about by 
union pressure. It fears they would largely be passed on in higher prices; also it is 
impressed with the loss of purchasing power that relatively fixed income groups 


experience as a result of rising prices. But even this year the Council advocates 
some wage increases—to teachers, for example, and to substandard groups, groups 
that need to catch up. If, in the future, profits begin to pile up as a result of 
widespread increases in productivity, as they did in the late 20’s, it is almost certain 
that the Council would consider increases in wages along with decreases in prices. 

Down to this point almost all economists would agree. The problem of main- 
taining purchasing power needs to be approached from many angles. 

It is evident, however, that the Council is talking about maintaining and 
increasing consumer purchasing power. And it is at this point that controversy 
arises. “Are not business profits a form of purchasing power . . . purchasing 
power in the hands of a corporation?” many ask. 

Here the Council has to tread carefully. Nowhere as yet has it fully explained 
its position. 

The conflict may prove to be more noisy than real, however. The Council’s 
narrow definition arises out of the law which directs it to promote maximum employ- 
ment, production and purchasing power. In this context the term seems to the 
Council to refer only to consumer purchasing power. Since the object of economic 
activity is to produce goods and services that people want and to make them 
available to consumers, it makes economic sense to try to increase this quantity 
indefinitely. | 

But while business profits, like money wages, are necessary, if maximum produc- 
tion is to be achieved in our society, they are a means to an end and not an end in 
themselves. They need to be big enough but not too big. No economist or business- 


man would urge that we try to maximize profits . . . make them so big that people 
can’t buy. 

With its definition thus clarified, most people will not quarrel with the Council’s 
position. 


But right here you will often hear people say: “So what? When production 
expands, employment and purchasing power will expand automaticaily.”’ According 
to this approach, all that is needed to keep the economic system moving in high 
gear is to make sure there are no interferences with production. 

But it hasn’t worked out that way. At times, when our economic machine 
was working at full tilt, turning out goods at record rates, the consumption of 
goods has slowed down. ‘Then we have had depression. 

As for the argument that production makes its own purchasing power, business- 
men are sometimes on one side of the argument, sometimes on the other. When 
‘“‘money-magic”’ is under discussion, the average businessman will take the produc- 
tion side. But in periods of slow business he will tend to put steam under his own 
sales department, thus giving weight to the idea that some purchasing power can 
be “‘created”’ by inducing more people to buy. 

In fact, then, the average businessman does differentiate between production 
and purchasing power. 

When everything is running smoothly, production results in income payments. 
The receipt of income payments gives people purchasing power. (At this point, 
to avoid the controversy, think of it as purchasing power either in the hands of 
consumers or businesses.) When they use their purchasing power, the result appears 
on the retailer’s books as sales. As a result of the sales, the retailer’s inventories 
are drawn down and he places orders. The orders justify the manufacturer in 
continuing to produce. ‘This new production becomes income, and the process 
goes around again. 
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But, as the Economic Advisers point out, the system doesn’t always work as 
smoothly as this. To keep things running, there has to be a balance between total 
spending and total production. When production for any reason runs ahead of 
consumption, the business community is the immediate goat. The manufacturer 
who produces something he cannot sell must add it to his inventory. 

This manufacturer, carrying unwanted goods in his own inventory, reacts by 
cutting down his own production. If enough businesses have to do this, it means 
reduced income, reduced purchasing power of consumers and business enterprises, 
reduced total spending. 

Thus, income paid out by businesses or accumulated by them as undistributed 
profits must flow back into the market through spending, or else there is trouble. 
Why doesn’t this always happen? 

Because the getting-and-spending process is not automatic. A business or an 
individual may decide to “‘save”’ part of income. No harm is done if the “savings”’ 
are immediately invested—in a monthly payment on a house, new machinery, or 
additional merchandise. But if the money is not invested in goods that are cur- 
rently produced, either by the individual himself or by someone else to whom he 
lends his savings, the effect of the saving is “hoarding.” ‘This hoarding means 
that part of the total purchasing power in the hands of consumers or business 
enterprises is not being used, and some goods must go unsold. 

One person, by himself, seldom can tell whether his savings finally get back 
into the stream of investment, so it is important for some agency—like the Economic 
Council—to study the general flow of spending to see what is happening. 

If the study shows that funds are being hoarded, what can be done about it? 
Theorists have proposed various remedies. One suggested a system of “hot money”’ 
—dollar bills that are worth 100 cents in March, 99 cents in April, and only 88 
cents next March, money that will depreciate so fast that everyone will spend it 
as fast as he can. 

The Employment Act provides no such drastic action. It merely says that 
purchasing power shall be maintained. And it leaves it up to the Council, in 
consultation with businessmen, labor leaders and farm leaders, to figure out what 
methods are appropriate under changing conditions. It is perhaps merely a matter 
of words if the Council chooses to talk about “consumer purchasing power” and 
“consumer spending” in one context, and in another context refers to “‘business 
profits’ and “business investment” in new plant and equipment. 





